
Before the
UNITED STATES COPYRIGHT ROYALTY JUDGES

Washington, D.C.

In the Matter of:

Determination of Rates and Terms for
Preexisting Subscription Services and
Satellite Digital Audio Radio Services

Docket No. 2011-1
CRB PSS/Satellite II

%WRITTEN REBUTTAL STATEMENT
OF SOUNDKXCHANGK, INC.

Volume 3: Exhibits, SX Ex. 201-RR — SX Ex. 235-RR

PUBLIC EXHIBITS ONLY

C. Colin Rushing (DC Bar 470621)
General Counsel
SoundBxchange, inc.
733 10th Street, N.W.
10th Floor
Washington, DC 20001
(v) 202-640-5858
(f) 202-640-5883
crushing soundexchange.corn

OfCounsel

David A. Handzo (DC Bar 384023)
Michael B. DeSanctis (DC Bar 460961)
Jared O. Freedman (DC Bar 469679)
Garrett A. Levin (DC Bar 977596)
David Z. Moskowitz (DC Bar 994469)
JBNNER 8c BLOCK LLP
1099 New York Ave., N.W., Suite 900
Washington, D.C. 20001
(v) 202-639-6000
(i) 202-639-6066
dhandzo@jenner.corn
mdesanctis jenner.corn
jfreedman@jenner.corn
glevin@jenner.corn
dmoskowitz@jenner.corn

Counsel/or SoundExchange, Inc.

July 2, 2012 PlUB 1C VERSION



230



Docket No. 2011-1 CRB
PSS/Satellite ll

ln the Matter of
Determination of Rates l

and Terms for Preexisting
Subscription Services and

Satellite Digital Audio
Radio Services



23 I



SIRIUS XM RADIO INC.

FORM 10-K
(Annual Report)

Filed 02/09/1 2 for the Period Ending 12/31/11

Address

Telephone
CIK

Symbol
SIC Code

Industry
Sector

Fiscal Year

1221 AVENUE OF THE AMERICAS
36TH FLOOR
NEW YORK, NY 10020
212-584-5100
0000908937
SIRI
4832 - Radio Broadcasting Stations
Broadcasting 8 Cable TV
Services
12/31

rowMcd e'r ED~Qrrlrur
http:Itwww.edge

rwnllne.corn

 Copyright 2012, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use

Sx Kx. 231-RP



UNITED S'I'ATES SKC1DRETIKS AND KXCHANGK COMMISSION
Washington, D.C. 20549

Form 10-K
8 ANNUAL REPORT PURSUANT TO SECTIIDN 13 OR 15(d) 05 TiM CECtURLTIES EXCHA.NGE ACT OF 1934

For Fiscal Year Ended December 31, 2011

OR
I3 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SEICUIUTKS EXCHANGE ACT OF 1934

For the Transition Period From t&o

COMMISSION FILE NUMBER 001-34295

SIRIUS X:M RAID]:0 IN('..
(Exact name ofregistrant as speci(i'ed in its charter)

Delaware
(or otherjurisdiction of

incorporation oforganization)

1221 Avenue of the Americas,, 36th Floe&r
New York, New York

(Address ofprincipal executive choices)

Registrant's telephone number, including area co&de:

(212) 584-5&100

52-1700207
(IR.S. Employer

Iden!if!cation I&iur aber)

10020
(.'?ip Code)

Securities registe&red pursuant to Section 12(b) of the Act:

Name of lxach Exchan e on Which Re istered:
are Nasdaq Global Select Market

Title of Each Class:
Common Stock, par value $0.001 per sh

Securities registered pursu&snt to Section 12(g) of the Act:
None

(Title of class)

Indicate by checkmark if the registrant is a well-k&sown seasoned issuer, as defined in Rule 4(!5 of the SIecuri(les Act. Yes Ef No f3

Indicate by checkmark if the registrant is not requ:ired to file reports pursuant. to S&x:tion 13 or 15(d) of the Act. Yes Cl No 6
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by',&ection 13 or 15I',d) of the Securities Exchange Act of 1934 during the preceding 12 ir!oi

(or for such shorter period that the registrant was required to file such reports) and (2) has been sub'ject tb such filin'g reqhirenients for the past 90 days. Yes E No II
Indicate by check mark whether the registrant has submitted electronically and posted on its &&orpo&&ate Web site, if 'any, bvery Interactive Data File requi!red tt& be s'ubmitted ahd pdsted

pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to sulnnit and post such files). I Yes I 8 I iNo Cl

Indicate by check mark ifdisclosure of delinqiuent filers pursuant to Item 405 of Regulation 8 K is'not c'ontait&ed herein,'nd &ni11 not be contained, to the best of the registrant's
knowledge, in definitive proxy or information statement!& incorporated b y reference in P!ut III of this Form 10-K or any amendment to this Form 10-K. Ci

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, 'a no&i-accdleratsd filer, or 'a smaller reporting company. See the defmitions of ".large
accelerated filer," "accelerated filer" and "smaller reporting company" ni Rule 12b-2 of the hbxchange Aot. (Check one):

Large accelerated filer El .Accelerated filer 0 Non-accelerated filer CI i&mailer Reporting coinpany CI
(Do uot check if a snaaller reporting company)

Indicate by check mark whether the registrant is a shell company(as defined iin Rule 12b-2 of the Act). Yes'i No '

Thc aggrcgatc market valuo of thc registrant's common stock held by ncn-affiliat&n& of thc registrant as of Junc 30, 2011 was $8,614,271,427. AII cxccutivc officciS and'irectors Of thc
registrant have been deemed, solely for the purpose of the foregoing calculation, to be "affiliates" e&f the regishant.'henumber of shares of the registrant's corn!non stock outstanding as ofFebimary 7, 2012 was 3,755,256,475&.

I)OC1JMENTS INCORPORATED BY REFERENCE
Information included in our definitive proxy statement for our 2012 annual meeting of stockht&lde&S scheduled to bb hei&i on Tuesdhy, May 22, 2012 is incorporated by reference in

Items 10, 11, 12, 13 and 14 ofPart III of this report.



¹
Item 1

Item lA.
Item 1B.
Item 2.
Item 3.
Item 4.

Business
Risk Factors
Unresolved Staff Comments
Properties
Legal Proceedings
Mine Safety Disclosures

SIRIUS XM RADIO INC.

2011 FORM 10-K ANNUAL REPORT

TABLE OF CONTENTS

~D4
PART I

~pa e

1

11

19
19
20
21

Item 5.
Item 6.
Item 7.
Item 7A.
Item 8.
Item 9.
Item 9A.
Item 9B.

Item 10.
item 11,
Item 12.
Item 13.
Item 14.

PART II
Market for Registrant's Common Equity, Related Stockholder Matters aud Issuer Purchases ofEquity Securities
Selected Financial Data
Management's Discussion and Analysis ofFinancial Condition and Results of Operations
Quantitative and Qualitative Disclosures About Market Risks
Financial Statements and Supplementary Data
Changes in and Disagreements v~ith Accountants on Accounting and Financial Disclosure
Controls and Procedures
Other Information

PART III
Directors, Executive Officers and Corporate Governance
Executive Compensation
Security Chvnership of Certain Beneficial Olvners and Management and Related Stockholder Matters
Certain Relationships aud Related Transactions, aud Director Independence
Principal Accounting Fees aud Services

PART IV

22
24
25
51
51
52
52
52

53
53
53
53
53

Item 15. Exhibits and Financial Statement Schedules
Signatures

54
55



ITEM 1. BUSINESS

We broadcast our music, sports, entesiahnnent, comedy, talk,, news, traffic and weather channels in the United States on a subscription fee
basis tluough our two proprietary satellite radio systems. Subscribers can also receive t.ertdin df oner music and other channels over the Internet
including through applications for mobile devices.

As of December 31, 2011, we had 21,892,824 subscribers. Our subscribers include
~ subscribers under our regular and discounted pricing p1an.'&',

~ subscribers that have prepaid, including payments made or due from automakers for subscriptions included in the sale or lease price of
a vehicle;

~ certain radios activated for daily rental fleet programs;
~ subscribers to our Internet services who do not also have satellite radio subscriptidns; hnd ~

certain subscribers to our weather, traffic, data and Backseat TV services.

Our primary source of revenue is subscription fees, with.most of our customers subscribing on an annual., semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plan& as Well as disc6unth for multiple subscriptions on each
platform. We also derive revenue from. activation and other fees, the sale of advertising on select non-music charnels, the direct sale of& satellite
radios and accessories, and other ancillary services, such as our weather, traffic, da~ta and Backseat ~ TV services.

Our satellite radios are primarily distributed through automakers ('OEM)"); greta)1 loctatirins dati6nwide, and tluough our website„We
have agreements with every major automaker to offer satellite radios in their vehicles.,Satellite radio services are also offered to customers of
certain rental car companies.

Certain important dates in our corporate history are li.sted below:
~ Satellite CD Radio, Inc. was incorporated in the State of Delaware on May 17., 1990.
~ On December 7, 1992, Satellite C:D Radio, Inc. changed its name to CD R'adio Inc., and Satell'ite CD Radio, Inc. was formed as a

wholly owned subsidi~.
~ On November 18, 1999, CD Radio Inc. changed its name to S:irius Satellite Radio ~inc.~

~ In July 2008, our wholly owned subsidiaty Vernon Merger Corporation, merged (the 'Merger") with and into XM Satellite Radio
Holdings Inc.

~ On August 5, 2008, we changed our name from Sirius Satellite Radio Inc. to Sirius XM Radio Inc. 0
~ In April 2010, XM Satellite Radio Holdings Inc. merged v& ith and into XM Satellite Radio Inc.; and in January 2011, XM Satellite

Radio Inc., our wholly-owned subsidiary, merged with and into Sirius XM Radio Inc.

Programming
We offer a dynmnic programming lineup of commercia1-free music, sports, entertainmen talk, news., traffic and weather. The charnel

line-ups for our services vary in certain respects and are available at siriusxm.corn.

Our subscription packages a]low most listeners to enhance our standard programming lineup.'m'. "XM Premier" package offers
subscribers the Howard Stern channels, Martha Stewart Living Radio, SiriusXIvt NFL Radio, SiriusXM NASCAR Radio, Playboy Radio, Spice
Radio and play-by-play NFL games and college spoils progranuning. Our "Sirius Premier" package offers subscribers Oprah Radio Opie and
Anthony, SiriusXM Public Radio, MLB Network Radio, NIIL Horne Ice, SiriusXM PGA Radio, Sirius XM Fantasy Sports Radio and select
play-by-play of NBA and NHL games and college sports programming. Subsctibers with a la carte-capable radios may customize the
programming they receive through our a la carte subscription packages. We also offer family friendly "mostly music" and "mostly sports,
news and talk" packages.



In October 2011, we launched an expanded channel lineup, including new music, sports and comedy channels as well as SiriusXM
Latino, a suite of Latin channels. These channels, available online and over certain new radios, are the first phase of SiriusXM 2.0, an upgrade
and evolution of our satellite and Inteniet delivered service that will ultimately span hardware, software, audio, and data services.

We make changes to our programming lineup from time to time as we strive to attract new subscribers and offer content which appeals to
road range of audiences and to our existing subscribers.

Music Programming

We offer an extensive selection of music genres ranging from rock, pop and hip-hop to country, dance, jazz, Latin and classical. Within
each. genre we offer a range of formats, styles and recordings.

All of'ur original music channels are broadcast conunercial free. Certain of our music channels are programmed by third parties and air
commercials. Our channels are produced, programmed and hosted by a team of experts in their fields, and each channel is operated as an
individual radio station, with a distinct format and branding. Wc also provide special fcaturcs, such as our At tist Confidential scrics which
provides interviews and performances from some of the biggest names in music, and an array of "pop up'hannels featuring the music of
particular artists.

Sports Progrannning
Live play-by-play sports is an important part of our programming strategy. We are the Official Satellite Radio Patter of the National

Football League ("NFL"), Major League Baseball ("MLB"'), NASCAR, National Basketball A sociation ("NBA"), National Hockey League
("NHL") and PGA TOUR, and broadcast most major college sports, including NCAA Division I football and basketball gam es. Soccer
coverage includes matches from the Barclays Premier League. We also air FIS Alpine Skiing, FIFA World Cup events and horse racing.

We offer many exclusive talk channels and programs such as MLB Network Radio, SiriusXM NASCAR Radio, SiriusXM NFL Radio
and Chris "Mad Dog"'usso's AfadDog Unleashed on Mad Dog Radio, as well as two ESPN channels, ESPN Radio and ESPN Xtra.
Simulcasts of select ESPN television shows„ including Spot tsCenter, can be found on ESPN Xtra.

Talk andEntertainntent Programnnng

We offer a multitude of talk and entertainment channels for a variety of audiences. Our diverse spectrum of talk programming is a
significant differentiator from terrestrial radio and other audio cntertainmcnt providers.

Our talk radio offerings feature dozens of popular talk personalities, many creating radio shows that air exclusively on our services,
uding Howard Stern, Oprah Winfrey, Maitha Stewart, Dr. Laura Schlessinger, Opie and Anthony, Bob Edwards, Senator Bill Bradley and

ctors from the NYU Langone Medical Center.

Our comedy channels present a range of bumor such as Jamie Foxx's The Foxxbole, Laugh USA, Blue Collar Comedy and Raw Dog
Comedy. Other talk and entertainment channels include SiriusXM Bonk Radio, Kids Place Live and Radio Disney, as well as Out@, Road Dog
Trucking and Playboy Radio.

Our religious progi amming includes The Catholic Channel, which is programmed with the Archdiocese of New York, EWTN, a Global
Catholic Radio Network, and Family Talk.

News and Information Programming

We offer a v'ide range of national, international and financial news, including news from BBC World Service News, Bloomberg Radio,
CNBC, CNN, FOX News, HLN MSNBC, NPR and World Radio Network. We also air a range of political call-in talk shows on a vaiiety of
channels including our exclusive chanel, POTUS.



We offer continuous, local traffic reports for 22 metropolitan markets throughout the~United States.

Distribution of Radios

Aufomukers kOur primary means of distributing satellite radios is through the sale and lease ofnew vehicles. We have agreements with every major
automaker to offer satellite radios in their vehicles and satellite radios are available as a factory or dealer-installed option in substantially all
vehicle makes sold in the United States.

Many automakers include a subscription to our radio service in the sile or lease price of their vehicles. In many caseS, we rec'eive
subscription payments from automakers in advance of the activation of our service. We share with certain autornakers a portion of the revenues
we derive from subscribers using vehicles equipped to receive our service. We ~aLso reimburse various automakers for certain costs ~associated
with the satellite radios installed in their vehicles, including in certain cases hardware c'osts, tooling expenses and promotional and advertising
expenses.

A eviously Onssed Vehieks

We expect to acquire an increasing number of subscribers thiuugh the sale arid lease ofpreviously owned vehicles with factoiy-installed'atelliteradios. We have entered into agreements with many automakers to market'subscriptioris to purchasers and lessees ofvehicles which
include satellite radios sold through their certified pre-owned programs. In addition, we work directly with many franchise'and'indepeiident
dealers on similar programs for non-certified vehicles.

We have developed systems and methods to identify purchasers and lessees ofpreviously owned vehicles which include satellite radios
and have established marketing plans to promote our si~ces to these potential subscribers.

RetuiE

We sell satellite and Internet radios directly to consumers througli our website. Satellite aud Internet radios are alsomarketed'and'istributed

through major national and regional retailers. We develop in store merohandisntg rriatertials'and provide sales force training for
several retailers.

our Satellite Radio Systems

Our sateHite radio systems are designed to provide clear reception in most areas despite vtariationi in terrain, buildings aud other
obstxuctions. Subscribers can receive our transmissions in all outdoor locations in the continental U.S. where the satellite riIdio 4as lan 'nobstructedline-of-sight with one Of our satellites or is within range of one of our terrestrial repeaters. We continually monitor our
infraslxucture and regularly evaluate improvements in technology.

The Federal Communications Commission (the "FCC") has allocated the portion of the S-band located betwe'en 2320 MNz atid ~

2345 MHz exclusively for satellite radio. Each of our services uses 12.5 MHz of this bandwidth to transmit its respective signals. Uplirik
transmissions (firm the ground to our satellites) use 12.5 MHz ofbandwidth iii the~ 7060-7672.5 MHz band.

Our satellite radio systems have three principal components:
~ satellites, terrestrial repeaters and other satellite facilities;
~ studios; and
~ radios.

Ikh
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Satellstes, Terrestria/Repeaters atttl Other Sateljlte FaellNes

Satellites. We currently own a fleet ofnine orbiting satellites. We have invested in more technologically advanced satellites aud
r itellite deployment to provide for improved coverage, increased redundancy and more efficient use of our spectrum.

Space Systems/Loral has constructed another satellite, FM-6, for use in our system. We expect to launch this satellite on a Proton rocket
m the first half of 2012.

We use four of our orbiting satellites in the Sirius system. These sateHites, PM-1, FM-2, FM-3 and FM-5, are of the Loral PS-1300 model
series. Our PM-l, FM-2 and FM-3 satellites travel in a geosynchronous orbit. Our FM-5 satellite is deployed in a geostationary orbit.

We own five orbiting satellites for use in the XM system which operate in a geostationary orbit, Pour of these satellites were
manufactured by Booing Satellite Systems International and one was manufactured by Space Systems/Loral.

Satellite Insurance. We hold incrbit insurance for our FM-5 and XM-5 satellites. These policies provide coverage for a total,
constructive total or partial loss of the satellites that occurs during the first five in-orbit years, We also have negotiated launch and in-orbit
insurance for our FM-6 satellite. Tins insurance provides coverage for a total, constructive total or partial loss of the FM-6 that occurs from
launch through the end of the first annual in-orbit period. The insurance does not cover the full cost of constructing, launching and insuring
new satellites, nor will it protect us from the adverse effect on business operations due to the loss of a satellite. The policies contain standard
commercial satellite insurance provisions, including coverage exclusions. We use 'launch and in~rbit insurance to mitigate the potential
fnancial impact of satellite fleet launch and in-orbit failures unless the premium costs are considered to be uneconomical relative to the risk of
satellite failure.

Terrestrial Repeaters. In some areas with high concentrations of tall buildings, such as urban centers, signals Rom our satellites may
be blocked and reception of satellite signals can be adversely affected. In many of these areas, we have deployed terrestrial repeaters to
supplement satellite coverage. We operate over 140 terrestrial repeaters in the Sirius system snd over 560 terrestrial repeaters in the XM
system.

Other Satellite Facilities. We control and communicate with our satellites &om facilities in North America and maintain earth stations
in Panama and Ecuador to control and communicate with several of our Sirius satellites. Our satellites are monitored, tracked and conirolled by
a third party satellite operator.

Studios

Our programming originates principally from studios in New York City and Washington D.C., and, to a lesser extent, from smaller studio
lities in Cleveland, Los Angeles, Memphis, Nashville and Orlando. Our New York City ofnces house our corporate headquarters. Both our

+! Kv York City and Washington D.C. offices house facilities for programming origination, programming personnel and facilities to transmit
pfoglalilnllng.

Radios

We design, establish specifications for, source or specify parts and coiuponents for, and manage various aspects of the logistics and
production of satellite and Internet radios. We do not manufacture radios. We have authorized manufacturei3 and dislributors to produce and
distribute radios, and have licensed our technology to various electronics manufacturers to develop, manufacture and distribute radios under
certain brands. We purchase radios from independent manufacturers, that are distributed tluough our website. To facilitate the sale of radios,
we may subsidize a portion of the radio manufacturing costs to reduce the hardware price to consumers.



Radios are manufactured in four principal configurations — as in-dash zladicls, Bock & Play ~radios, home or commercial units and
portable or wearable radios.

~ In-dash satellite radios are integrated into vehicles and allow the user'o listett to satellite radio with the push of a button. Aftermarke
in-dash radios are available at retailers nationally, and to automal"ers for .Factory or dealer installation.

~ Dock 8c Play satellite radios enable subscribers to transport their radios easily to and front their cars, trucks, homes, offices, boats or
other locations with available adapter kits. Dock &. Play radios adapt to existing audio systems tluough FM modulation or. direct audio
connection and can be easily installed. Audio systems and boom boxes, which en~able subscribers to use their radios virtually'nywhere,are available for vaiious models. The Stratus 6, Starmate 5 and Sthrmhte g Dobk 8: Play radios also support a la carte
channel selection.

~ Radios that provide our satcllitc or Intcmct scrvicc tc horne and corrdncrhial audi& sylstcms.
~ Portable or wearable radios offer live satellite or Internet radio and recorded satellite,~ MP3 or Wh/IA content "on the go".

We have introduced an interoperable radio called MiRGE. Tins radio has a unified control interface allowing for easy svritching between
our two satellite radio networks. We also offer the XM SkyDock, which connects to an Apple iPhone and iPod touch and provide! live XM
satellite radio using the control capabjllity of the iPhone or iPod touch.

In 2011, we introduced Edge, a Dock 8c Play radio capable of receiving 'our 'SirihsXM 2.'.0 expan'ded'channel lineup, including Sirius XM

Latino, and Lynx, a portable radio with SiriusXM 2.0 satellite and Internet, raclio capability and features.

Internet Radio

We stream music channels and select non-music: channels over the lnteriaet. 'Our Internet service also includes channels and features that
are not available on our satellite service. Access to certain Internet services is offered to subscribers for a fee. We have available products that
provide access to our Internet services without the need for a personal comput'r. We also 'offer applications to allow consumers to acoess our
Internet setvices on certain smartphorces and tablet computers. Subscribers to our Internet services are not included in our subscriber count,
unless the service is purchased separately and not as part of a satellite radio subscription.'anada

We also have an equity interest:in the satellite radio services offered in Canada through Sirius XM Canada. In.brune 2011~, Canadian'atelliteRadio Holdings Inc. ("CSR'"), the parent company of XlvI Canada, and Sirius Canada completed a transaction to corn'bine their
operations. Following this merger, we own approximately 38.0% of the equity of CSR, which operates as Sirius XM Cana'da.

Other Services

Co»»ne& oi alAocou»is. Our music services are also available for commercial establishments. Commercial accounts are available
through providers of in-store entertainment solutions and directly .from us. Certain commercial subscribers are included in our subscriber count.

Saiellile Television Service. Certain of our. music charnels are offered as part of certain programming packages on the DISH Network
satellite television service. Subscribers to the DISH Network satellite television sex~ ice are not included in. our subscriber count.

Subscribers to the following services are not. included in our subscriber count, unless the applicable service is purchased by the subscriber
separately and not as part of a radio subscription to our. se&vices:



Backseat TV. We offer Backseat TV, a service offering television content designed primarily for children in the backseat ofvehicles.
Backseat TV is available as a factoiy-installed option in select Chrysler, Dodge and Jeep models, snd at retail for aftermarket installation.

Travel Link We offer Travel Link, a suite of data services that includes graphical weather, fuel prices, sports schedules and scores, and
ie listings.

Real-Time Tra+c Services. We also offer services that provide graphic information as to road closings, trafEc flow and incident data to
consumers with compatible in-vehicle navigation systems.

Real-Time 8'cather Services. We offer several real-time weather services designed for improving situational awareness in vehicle,
marine and/or aviation use.

FCC Conditions

In order to demonstrate to the FCC that the Merger was in the public interest, we agreed to implement a number of voluntary
.commitments. These commitments include certain voluntary assurances regarding our programming and programming packages; the creation
of public interest channels; and equipment manufacturing, all of which we have complied with.

QnahJiedEsty Channels

In April 201 1, we entered into long-term leases or other agreements to provide rights to four percent of the full-time audio channels on
our platforms io a QualiTied Entity or Entities. A Qualified Entity is defmed as an entity or entities that: (1) are not directly or indirectly owned,
in whole or in part, by us or one of our affiliates; (2) do not share any common ofEcers, directors or employees with us or any afEliate of us;
and (3) did not have any existing relationships with us for the supply ofprogramming during the two years prior to October 19, 2010.

As digital compression technology enables us to broadcast additional full-time audio charmels, we will ensure that four percent of the
full-time audio channels on our platforms are reserved for Qualified Entities. The Qualified Entities are not required to make any lease
payments for such channels. Wc may not alter, censor, or othcrwisc cxcrcisc any control over thc lcascd progr~~~i~g but wc may rcmove
prograuuning that violates the law.

Subscription Rates

In connection with the Merger, we had agreed with the FCC not to raise the retail price for, or reduce the number of channels in, our basic
$12.95 per month subscription package, our a la carte programming packages or certain other programming packages until July 28, 2011. In

+ gyv 2011, the FCC issued an order confirming that the price cap was no longer necessary. On January 1, 2012, we mcreami the base price of
basic subscription packages from $ 12.95 to $ 14.49 per month.

Competition

We face significant competition for both listeners aud advertisers. In addition to pre-recorded entertainment purchased or playing in cars,
homes and using portable players, we compete with numerous other providers of radio or other audio services. Some of our new, digital
competitors are making in-roads into automobiles, where we aim currently the prominent alternative to traditional AM/FM radio. Our existing
and emerging competition includes:

Traditional AM/FM Radio

Our services compete with traditional AM/FM radio. Many traditional radio companies are substantia1 entities clung large numbers of
radio slations or other media properties. The radio broadcasting industry is highly competitive.



Traditional AM/FM radio has had a well-established demand for its services and offers fice broadcasts paid for by commercial
advertising rather than by a subscription fee like satellite radio. Many radio stations offer information programming of a local nature, such as
local news and sports. Traditional free AhVFM radio reduces the likelihood that customers v'ould be v;illhtg to pay for'ur subscription
services and, by offering free broadcasts, it imposes limits on what we can charge for our services. Some Mvt'A.'M radio stations have reduce~r
the number of conunercials per hour, expanded the range of music played on the air and experimented with new fortuats in order to lure
customers away from satellite radio.

Many radio stations now broadcast digital signals, whicla have clarity similar to our signals. These stations do not charge a subscription
fee for their digital signals but do generally ca try advertising. A group of major broadcast radio networks have created a coalition to jointly
market digital radio services. According to this coalition, over 2,100 radio stations are currently broadcasting primary signals with HD Radio
technology and broadcasting more than I,:300 additional FM multicast channels glD2/HD3), and manufacturers are marketing and dis)ribtiting
digital receivers. To the extent that traditional AM/FM radio si:ations adopt digital transmission technology ancl listeners adopt digital receivers,
any competitive advantage that we enjoy over traditional radio because of our clearer digital signal would be lessened. Traditional AM/FM
broadcasters are also complementing their HD Radio efforts bv aggressively pursuing Internet radio and wireless Internet-based distribution
arrangements. Several automakers install or plan to install HD Radio equipment as factory standard equipment in select models, including
Cadillac, Mazda, Lexus, Ford, Volkswagen, BMW, Mercedes-Benz, Scion, Ki~a add Hyundai.'nternetRadio and Internet-Enabi 'ed Smartphones

Internet radio broadcasts often have no geographic limitations and can provide listen!:rs svith radio progranuning from across the country
and around the world. Major media companies ancl online-only providers, including Clear Channel, CBS and Pandora, make h'igh fidelity
digital streams available through the Internet for free or, in some cases, for a fraction of thc cost of a satellite radio subscription. These services
compete directly with our services, at home, in the automobile, and wherever audio entertainment is consumed.

Internet-enabled smartphones, most of which have the capabihty of interfacing with vehicles, have become popular. These srnariphones
can typically play recorded or cached content and access Internet radio via dedicated applications or browsers. These applications @e often free
to the user and offer music and talk content as long as the user is subscribed to a sufficiently large mobile data plan. Leadihg audid mnartphone
radio applications include Pandora, last.FM, Slacker, iheartradio and Stitcher. Certain of these applications also include advanced fmctionality,
such as personalization and song skipping,, and allow the user to access large li~br&ies bf c6nteht attd pbdcasts on demand.

In 2011, Spotify launched its music steaming service in the United States, which allows its users unlimited, on-demand access to a large
library of song tracks, allowing the sharing of playlists with other listeners through. the Facebook platform. Other similar services have
launched Facebook integration, including MOG and Rdio. These services, which usually require a monthly subscription fee, are cuxTently
available on smartphones but may become integrated into connects cars in thi& future.~

Third and fourth generation mobile networks have enabled a steady increase in the audio quality and reliability ot mobile Internet radio
streatning, and this is expected to father increase as fou&Ma generation networks become the standard. %e expect that improvements from'igherbandwidths, wider programming selecti.on, and advattcements in functionality are likely to continue making Internet radio aud
smartphone applications an increasingly significant competitor, particularly in vehicles.

Advanced In-Dash Infotainment Systems

Nearlv all automakers have deploved or are platuung to rleploy integrated multimedia systems in dash boards, such aa Ford's~SYNC,'oyota'sEntune. and BM%r/Mini's Connectecl. These systems can combine



oontroi of audio entertainment prom a rsriett of souroes, inoluding tOdlpM/HD radio broadoasts, satellite radio, internet radio. srnartphone
applications and stored audio, with navigation and other advanced applications such as restaurant bookings, movie show tinmes and financial
information. Internet radio and other data is typically connected to the ~g stem via a bluetooth link to an Internet-enabled smartphone, and the

'
system may be controlled by touchscreen or voice recognition. These systems enhance the attractiveness of our Internet-based

petition by making such applications more prominent, easier to access, and safer to use in the car. Similar systems are also available in the
ermarket and sold through retailers.

Direct Brnadcast Satellite and Cable A adin

A number of providers offer specialized audio services through either direct broadcast satellite or cable audio systems. These services are

targeted to fixed locations, mostly in-home. The radio service offered by direct broadcast satellite and cable audio is often included as part of a
package of digital services with video service, and video customers generally do not pay an additional monthly charge for the audio service.

Other Digital Media Services

The audio entertainment marketplace continues to evolve rapidly, with a steady emergence ofnew media platforms and portable devices
that compete with our services now or that could compete with those services in the future.

Traffic News Services

A number of providers also compete vrith our traffic services. Clear Channel and Tele Atlas deliver nationwide traffic information for the
iop 50 markets io in-vehicle navigation ay siems using RDS/TMC, ihe radio broadcasi, standard technology Ior delivering iralfic and iravel
information to drivers. The in-dash navigation market is also being threatened by increasingly capable smartphones that provide advanced
navigation functionality, including live traffic. Android, Palm, Blackbeny, and Apple iOS-based smmlphones all include GPS mapping and
navigation functionality, often with turn-by-turn navigation.

Government Regulation

As operators of a privately owned satellite system, we are regulated by the FCC under the Communications Act of 1934, principally with
respect to:

the licensing of our satellite systems;
~ preventing intetference with or to other users of radio frequencies; and

~ compliance with FCC rules established specifically for U.S. satellites and satellite radio services.

Any assignment or transfer of control of our FCC licenses must be approved by the FCC. The FCC s order approving the Merger requires
us to comply with certain voluntary commitments we made as part of the FCC merger proceeding. We believe we comply with those
commitments.

In 1997, we were the winning bidders for an FCC license to operate a satellite digital audio radio service and provide other ancillary
services. Our FCC licenses for our Sirius satellites expire in 2017. Our FCC licenses for our XM satellites expire in 2013, 2014 and 2018. We
anticipate that, absent significant misconduct on our part, the FCC will renew our licenses to permit operation of our satellites for their useful
lives, and grant a license for any replacement satellites.

In some areas with high concentrations of tall buildings, such as urban centers, signals from our satellites may be blocked and reception
can be adversely affected. In many of these areas, we have installed terrestrial repeaters to supplement our satellite signal coverage. In 2010,
the FCC established rules governing terrestrial repeaters which are also intended to protect adjacent wireless services from interference. Under
those rules, we filed an application in November 2011 for a single license to authorize operation of our repeater network.



We design, establish specifications for, source or specify parts and components for, manage various aspects of the lot@sties and
production of, and, in most cases, obtain FCC certifications for, satellite radios, including satellite radios that include FM modhllatdrs. We'elieveour radios that are in production comply with:dl applicable FCC rules.

We are required to obtain export licenses from tl&ie United States goverrunent'o export certain ground control equipment, satellite
communications/control services and technica]l data re]latccl to our satellites and their operation&. The delivery of such equipment, services aua
teclnucal data to destinations outside the United States and to foreign persons is subject to strict export control and prior approval requirements
from the United States goverrnnent (including prohibitions on the sharing hf carta& sajellitie-re'lated goods and services with China~).

Changes in lavv or regulations relating to communications policy or to matters affecting our services could adversely affect our ability to
retain our FCC licenses or the manner in which we, operate.

Copyrights to Programming
In connection with our music programming, we must negotiate and enter into royalty'rrangements with two sets of rights holders;

holders of copyrights in musical works (that is, the music and lyrics) and h'olders o!f copyrights iu sound recordings (that is,, the actual recording
of a work).

Musical works rights holders, generally songwriters and music publishers, are represented by performing rights org~izationa such asthe'mericanSociety of Composers, Authors and Publishers ('ASCAIP"), Broadcast Music, Inc. ("BMI"), and SESAC, Inc, ("SESAC"). These
organizations negotiate fees with copyright users, collect royalties and distIdbute them to the rights hokiers. We have arrangements with all of
these organizations.

Sound recording rights holders, typically large recorcl companies., are prhnarily represented by SoundExchange, an organization which
negotiates licenses, and collects and distributes royalties on behalf'f record companies and perfortning artists. Under the Digital Performance
Right in Sound Recordings Act of 1995 and the Digital Millennium Copyri.ght Act of 1998, we may negotiate royalty arrangements with tl»e
sound recording copyright owners, or if negotiation is unsuccessful, the royalty rate is established by the Copyright Royalty Board (the "CIM")
of the Library of Congress. In January 2008. the CRB:issued a decIision regarding the royalty rate payable by us under the statutory license
covering the performance of sound recordings over our satellite radio services for the six-year period starting January 1, 200? and ending
December 31, 2012. Under the terms of the CPJ3's decision, we paid, or will pay, a royalty of 6.0%, 6.0%, 6.5%, 7.0%, 7.5% and 8.0% of
gross revenues, subject to certain exclusions, for 2007, 2008, 2009., 2010, 2011 ancl 2012, respectively.

The rate setting proceeding covering the period from 2013 through 2017 before the CRB commenced in January 2011. In November
2011, we filed our direct case in that proceeding and requested the CRl3 to set a royalty rate payable by us under the statutory license coverin
the performance of sound recordings over our satellite radio services at less than 7% of'ur'ro'ss reven'ues,'ubject to certain exclu~ionh.In'ovember2011, SoundExchange also filed its direct case in the proceeding and requested the CRB to set a royalty rate under the statutoty
license of initially 12%, increasing by 2% each vear during thc term and up to a maximum of 20%, of our gross revenues. A hearing beIforc'he
CRB in this proceeding is scheduled to commence in 2012.

Trademarks

We have registered, and intend to maintain, the trademark "Siriu& ", "XM", "SiriusXM" and the "Dog design" logo with the United States
Patent and Trademark Office in connection with the services we offer. We are not aware of any material claims of infringement or other
challenges to our right to use the "Sirius", "XM" or "8 iriusXM" trademark'r the "Dog; design" logo in the United States. We also.have
registered, and intend to maintain, trademarks for the names of certain of our chamtels.~ We~ ha&'e albo registered the trademarks "Sirius", "XM'*,
and the "Dog design" logo in Canada. We have granted a license to use certain of our trademarks in Canada to Sirius XM Canada. '
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Personnel

As of December 31, 2011 , we had 1,526 full-time employees. In addition, we rely upon a number of part-time employees, consultants,k advisors and outsourced relationships. None of our employees are represented by a labor union , and we believe that our employee
_ ions arc good .

Corporate Information

Our executive offices are located at 1221 Avenue of the Americas, 36th floor, New York , New York 10020 and our telephone number is
(2 12) 584-5100. Our internet address is www.siriusxm.com. Our annual, quarterly and current reports, and any amendments to those reports,
filed or furnished pursuant to Section 13(a) or ISed) of the Securities Exchange Act of 1934 may be accessed free of charge through our
website after we have electronically tiled or furnished such material with the SEC. Siriusxrn.com (including any other reference to such address
in this Annual Report) is an inactive textual reference only, meaning that the information contained on or accessible from the website is not part
of this Annual Report on Form 10-K and is not incorporated in this report by reference.

Executive Officers of the Registrant

Certain information regarding our executive officers is provided below :

Name

Mel Karmazin
Scott A. Greenstein
James E. Meyer
Dara F. Altman
Patrick L. Donnelly
David 1. Frear

~ ~
68 Chief Exec utive Officer
52 President and Chief Content Officer
57 President, Operat ions and Sa les
53 Executive Vice President and Chief Administrative Officer
50 Executive Vice Pre..esident, General Counsel and Secre tary
55 Executive Vice President and Chief Financial Officer

Mel Karmazin has served as our Chief Executive Officer and a member of our board of directors since November 2004. Prior to joining
us, Mr. Karmazin was President and Chief Operating Officer and a member of the board of directors of Viacom Inc. from May 2000 until June
2004 . Prior to joining Viacom , Mr. Karrnazin was President and Chief Executive Officer of CBS Corporation from January 1999 and a director
of CBS Corporation from 1997 until its merger with Viacom in May 2000. He was President and Chief Operating Officer of CBS Corporation
from April 1998 through December 1998. Mr. Karrnazin joined CBS Corporation in December 1996 as Chairman and Chief Executive Officer
of CBS Radio and served as Chairman and Chief Executive Officer of the CBS Station Group (Radio and Television ) from May 1997 to April
1998. Prior to joining CBS Corporation, Mr. Karmazin served as President and Chief Executive Officer of Infinity Broadcasting Corporation.

ScOIf A. Greenstein has served as our Pres ident and Chief Content Officer since May 2004 . Prior to May 2004 , Mr. Greenstein was Chief
.iecutive Officer of The Greenstein Group, a media and entertainment consulting firm . From 1999 until 2002 , he was Chairman of USA

Films, a motion picture production, marketing and distribution company. From 1997 until 1999, Mr. Greenstein was Co-President of October
Films, a motion picture production, marketing and distribution company. Prior to joining October Films, Mr . Greenstein was Senior Vice
Pres ident of Motion Pictures, Music, New Media and Publishing at Miramax Films, and held senior positions at Viacom Inc .

James E. Meyer has served as our President, Operations and Sales , since May 2004. Prior to May 2004 , Mr. Meyer was President of
Aegi s Ventures Incorporated, a consulting firm that provides general management services. From December 2001 until 2002 , Mr . Meyer
served as special advisor to the Chairman of Thomson S.A., a leading consumer electronics company. From January 1997 until December
200 I, Mr. Meyer served as the Senior Executive Vice Pres ident tor Thomson as well as the Chief Operating Officer for Thomson Consumer
Electronics. From 1992 until 1996, Mr. Meyer served as Thomson 's Senior Vice President of Product Management. Mr. Meyer is a director of
ROVI Corporation.
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Our executive offices are located at 1221 Avenue of the Americas, 36th floor, New York, New York 10020 and our telephone number is
(212) 584-5100. Our internet address is www.siriusxm.corn. Our annual, quarterly and current reports, and any amendments to those reports,
filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 may be accessed free of charge through our
website after we have electronically filed or furnished such material with the SEC. Siriusxm.corn (including any other reference to such address
in this Annual Report) is an inactive textual reference only, meaning that the information contained on or accessible from the website is not part
of this Annual Report on Form 10-K and is not incorporated in this report by reference.
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hie/ Karmazin has served as our Chief Executive Officer and a member of our board of directors since November 2004. Prior to joining
us, Mr. Karmazin was President and Chief Operating Officer and a member of the board of directors of Viacom Inc. from May 2000 until June
2004. Prior to joining Viacom, Mr. Karmazin was President and Chief Executive Officer of CBS Corporation from January 1999 and a director
of CBS Corporation from 1997 until its merger with Viacom in May 2000. He was President and Chief Operating Officer of CBS Corporation
&om April 1998 through December 1998. Mr. Karmazin joined CBS Corporation in December 1996 as Chairman and Chief Executive Officer
of CBS Radio and served as Chairman and Chief Executive Officer of the CBS Station Group (Radio and Television) from May 1997 to April
1998. Prior to joining CBS Corporation, Mr. Karmazin served as President and Chief Executive Officer of Infinity Broadcasting Corporation.

Scott A. Greensrein has served as our President and Chief Content Officer since May 2004. Prior to May 2004, Mr. Greenstein was Chief
.ecutive Officer of The Greenstein Group, a media and entertainment consulting firm. From 1999 until 2002, he was Chairman of USA

Films, a motion picture production, marketing and distribution company. From 1997 until 1999, Mr. Greenstein was Co-President of October
Films, a motion picture production, marketing and distribution company. Prior to joining October Films, Mr. Greenstein was Senior Vice
President of Motion Pictures, Music, New Media and Publishing at Miramax Films, and held senior positions at Viacom Inc.

James E. Meyer has served as our President, Operations and Sales, since May 2004. Prior to May 2004, Mr. Meyer was President of
Aegis Ventures Incorporated, a consulting firm that provides general management services. From December 2001 until 2002, Mr. Meyer
served as special advisor to the Chairman of Thomson S.A., a leading consumer electronics company. From Januaiy 1997 until December
2001, Mr. Meyer served as the Senior Executive Vice President for Thomson as well as the Chief Operating Officer for Thomson Consumer
Electronics. From 1992 until 1996, Mr. Meyer served as Thomson's Senior Vice President of Product Management. Mr. Meyer is a director of
ROVI Corporation.
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Dara F. A ltman has served as our Executive Vice President and Chief Administrative Officer since September 2008. From January 2006
until September 2008, Ms. Altman served as Executive Vice President, Business and Legal Affairs, of XM . Ms. Altm an was Executive Vice
President of Business Affairs for Discovery Communications from 1997 to 200 5. From 1993 to 1997, Ms. Altman served as Senior Vice
President and General Counsel of Rei ss Med ia Enterprises, which owned Request TV , a national pay-per-view service. Before Reque st TV,
Ms . Altman served as counsel for Home Box Office. Ms. Altman started her career as an attorney at the law firm of Willkie FaIT & Gallagh
LLP.

Patrick L. Donnelly has served as our Executive Vice President, General Counsel and Secretary since May 1998. From June 1997 to May
1 99~, he was Vice President and deputy general coun sel of ITT Corporation, a hotel , gaming and entertainment company that was acquired by
tarwood Hote ls & Resorts Worldwide, Inc . in February 1998 . From October 1995 to June 1997, he was ass istant general counsel of ITT

Corporation. Prior to October 1995, Mr. Donnelly was an attorney at the law film of Simpson Thacher & Bartlett LLP.

DavidJ. Frear has served as our Executive Vice President and Chief Financial Officer since June 2003. From 1999 to 2003 , Mr. Frear
was Executive Vice President and Chief Financial Officer of Suvvis Communications Corporation, a global managed service provider,
delivering internet protocol applicati ons for business customers. Mr. Frear also served as a director of Savvis. From 1993 to 199H, Mr. Frear
was Senior Vice President and Chief Financial Officer of Orion Network Sys tems Inc ., an international satell ite communications company that
was acq uired by Loral Space & Communications Ltd . in 1998. From 1990 to 1993, Mr. Frear was Chief Financial Officer of Millicom
Incorporated, a cellular, paging and cahle television company . Prior to joining Millicom, hc was an investment hanker at Rear , Stearns & Co.,
Inc. and Credit Suis se.

ITEM lAo FACTORS
RISK

In addition to the other info,."wtion ill this Annuol Report 011 F0I711 10-"'. including the informotion under the caption " I'm I. Business
"Competition, .. thefollowing risk fa ctors should be considered carefully in evaluating us and our business. This Annual Report on Form IO-K
contains forward-looking statem ents within the meaning ofthe Private Securities Litigation Ref orm Ac t of I995 . Actual results and the timing
of events could differ materially from those proj ected ill forward-looking statements due to a number off actors, including those set fo rth below
and elsewhere in this Annual Report on Form IO-K. See "Special Note Regarding Forward-Looking Statements " f ollowing this Item IA. . Risk
"actors.

Weface substantial competition and that competition is likely to increase over time.

We face substa ntia l competition from other provi ders of radio and other audio services. Our abil ity to retain and attract subscribers
depends on our success in creating and providing popular or unique music, entertainment, news and sports programm ing. Our subscribers ca
obtain certain simi lar content for free through terrestrial radio stations or Internet radio services. Audi o content deli vered via the Internet .
including through mobile devices, is increasingly competitive with our services. A number of uutomakers and aftermarket manufacturers ha ve
introduced, or will shortly introduce, factory -installed radios capable of accessing Internet-del ivered audi o entertainment. A summary of
various services that compete with us is contained in the section entitled " Item I . Business - Competition ."

Competition could result in lower subscription, advertising or other revenue or increase our marketing, prom otion or other expenses and,
consequently, lower our eamings and free cash flow . We cannot assure yo u we will be able to compete successfully with our existing or future
competitors or that competition will not have a material adverse effect on our business. financial condition or results of operations .

Our business depends in large part UpOIl automakers.

Most of our new subscription growth has com e from purchasers lind lessees of new and previously owned automobiles. As a result, the
sale and lease of vehicles with satellite rad ios is an important source of subscribers
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Dara F. Airman has served as our Executive Vice President and Chief Administrative Officer since September 2008. From January 2006
until September 2008, Ms. Altman served as Executive Vice President, 13usiness and Legal Affair@ of XM. Ms. Altman was Executive Vice
President of Business Affairs for Discovery Communications from 1997 to 2005. From 1993 to 1997, Ms. Altman served as Senior Vice
President and General Counsel of Reiss Media Enterprises, which owned Request TV, a national pay-per-view service. Before Request TV,
Vis. Altman served as counsel for Home Box Office. Ms. Altman started her career as an attorney at the law firm of Willkie 1'air & Gallagh
LLP.

Patrick L Donnelly has served as our Executive Vice President, General Counsel and Secretary since May 1998. From June 1997 to May
1998, he was Vice I'resident and deputy general counsel of I'I"I'orporation, a hotel, gaming and entertainment company that was acquired by
Starwood Hotels & Resorts Worldwide, Inc. in February 1998. From October 1995 to June 1997, he was assistant general counsel of ITT
Corporation. Prior to October 1995, Mr. Donnelly was an attorney at the law firm of Simpson Thacher & Bartlett LLP.

David J. Frear has served as our Executive Vice President and Chief Financial Officer since June 2003. From 1999 to 2003, Mr. Frear
was Executive Vice President and Chief Financial Officer of Savvis Communications Corporation, a global managed service provider,
delivering internet protocol applications for business customers. Mr. Frear also served as a director of Save is. Froin 1993 to 1998, Mr. Frear
was Senior Vice President and Chief Financial Officer of Orion Neh~ork Systems Inc., an international satellite communications company that
was acquired by Loral Space & Communications Ltd. in 1998. From 1990 to 1993, Mr. Frear was Chief Financial Officer of Millicom
Incorporated, a ccllu! ar, paging and cable tclcvision company. Prior to joining Millicom, hc was an invcstmcnt banker at Bear, Stcarns & Co.,
Inc. and Credit Suisse.
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RISE

In nddi tion to the other i nfonnntion in this A nnrrnl Report on Form 10-k; i ncludi ng tire i nforrrrntion under the cnption lrenr I. Rrrsi ness
"Competition, " the following riskfactors should be considered carefully in evaluati ng us and our business. This Annual Report orr Form IO I
contains fonvard-looking statements within the meaning ofthe Private Securities Litigation Reform Act of 1995. Actual results and the timing
ofevents could differ materiallyfrorrr those projected inforward loni ing statements due to a number offacton, including those setfor tlr below
and elsewhere in this Annual Report on Form I OK. See "Special Ãote Regarding ForwardLooking Statements "following tlris Item 1A. Risk
Factors.

8'eface substantial competition and that competition is likely tn increase nver time.

We face substantial competition from other providers of radio and other audio services. Our ability to retain and attract subscribers
depends on our success in creating and providing popular or unique music, entertainment, news and sports programming. Our subscribers
obtain certain similar content for free through tcrrcstrial radio stations or Intcmct radio scrviccs. Audio content dclivcrcd via thc Intcrnct,
including through mobile devices, is increasingly competitive with our services. A number ol'utomakers and aftennarket manufacturers have
mtroduced, or will shortly introduce, factory-installed radios capable of accessing Internet-delivered audio entertainment. A summary of
various services that compete with us is contained in the section entitled "Item 1. Business — Competition."

Competition could result in lower subscription, advertising or other revenue or increase our marketing, promotion or other expenses and,
consequently, lower our earnings and free cash flow. We cannot assure you we will be able to compete successfully with our eusting or future
competitors or that competition will not have a material adverse effect on our business, financial condition or results of operations.

Our business depends in large part upon automakers.

Most of our new subscription growth has come from purchasers and lessees of new and previously owned automobiles. As a result, the
sale and lease of vehicles with satellite radios is an important source of subscribers



for our satelIite rad io service. We have agreements with every major automaker to include satelIite radios in new vehicles, although these
agreements do not require automakers to install specific or minimum quantit ies of radios in any given period.

•

Aut omotive production and sales are dependent on many fact ors , including the availability of consumer credit, general economic
itions, consumer confidence and fuel costs. To the extent vehicle sales by automakers decline, or the penetration of factory -installed

. cll ite radios in those vehicles is reduced, sub scriber growth for our satellite radio services may be adversely impacted.

General economic conditions can affect our business.

The purchase of a satelIite radi o subscription is discretional)' , and our business and our financi al condition can be negatively affected by
general economic conditions. Poor general economic condition s can adversely affect subscriber chum, conversion rates and vehicle sales, as
evidenced by the dramatic slowdown in auto sales that negatively impacted our subscriber growth in 2008 and 2009.

Failu re of our satellites would significantly damage our business.

The lives of our satellites will vary and de pend on a number of fact ors , including:

• degradation and durability of solar panels;

• quality of construction;

• random failure of satelIite components, which could result in significant damage to or loss of a satellite;

• runount of fuel the satellite consumes; and

• damage or destruction by electrostatic storms, colIi sion s with other objects in space or other events, such as nuclear detonations ,
occurring in space.

In the ordinal)' course of operation, satell ites experience failures of component parts and operational and performance anomalies.
Components on our in-orbit satellites have failed ; and from time to time we have experienced anomalies in the operation and performance of
these satellites, These failures and anomalies arc expected to continue in the ordinary course, and we cannot predict if any of these possible
future event s wilI have a material ad verse effect on our operations or the life of our ex isting in-orbit satelIites .

Three of the Sirius in-orb it satellit es hav e experienced degradation on their solar arrays. The degradation these satellites have experienced
doe s not affect current operations. Additiona l degradation on the three Sirius satellites could reduce the estimated lives of those sa tellites.

Space System s/Loral has con structed a new satellite for the Sirius syst em that is expected to be launched in the first half of 2012. SatelIite
iches have signi ficant risks , including launch failure, damage or destruction of the satell ite during launch and failure to achieve a proper
it or operate as planned. Our agreement with Space Systems/Loral docs not protect us against the risks inherent in a satellite launch or in

orbit operations.

Our XM-l and XM-2 satellites have experienced progressive degradation problems common to early Boeing 702 class satell ites and now
serve as in-orbit spares. Our XM-2, XM -3, and XM-4 in-orbit satellites have experienced circuit failures on their solar arrays which do not
affect current operations. Additional circuit failures on the satellites could reduce the estimated lives of those satellites. We estimate that our
XM-3, XM -4 and XM-S satellites will meet their IS-year predicted depreciable lives, and that the XM -I and XM -2 satellites' depreci able live s
will end no earlier than 2013.

Our XM-S satellite serves as an in-orbit spare for both of our serv ices. In the event of a failure of Xi\J1-3 , XM-4 or any of the Sirius
satellites, service would be maintained through XM -S.
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for our satellite radio service. We have agreements with every major automaker to include satellite radios in new vehicles, although these
agreements do not require automakers to install specific or minimum quantities of radios in any given period.

Automotive production and sales are dependent on many factors, including the availability of consumer credit, general economic
tions, consuiner conlidence and fuel costs. To the extent vehicle sales by automakers decline, or the penetration of factory-installed
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General economic conditions can affect our business.

The purchase of a satellite radio subscription is discretionary, and our business and our financial condition can be negatively affected by
gcncral economic conditions. Poor general economic conditions can advcrscly affect subscriber churn, conversion rates and vchiclc sales, as
evidenced by the dramatic slowdown in auto sales that negatively impacted our subscriber growth in 2008 and 2009.

Failure ofour satellites would significantly damage our business.

The lives of our satellites will vary and dcpcnd on a number of factors, including:

~ degradation and durability of solar panels;

~ quality of construction;

~ random failure of satellite components, which could result in significant damage to or loss of a satellite;

~ amount of fuel the satellite consumes; and

~ damage or destruction by electrostatic storms, collisions with other objects in space or other events, such as nuclear detonations,
occurring in space.

In the ordinary course of operation, satellites experience I'ailures of component parts and operational and performance anomalies.
Components on our in-orbit satellites have failed; and from time to time we have experienced anomalies in the operation and perlormance of
these satellites. These failures and anomalies arc expected to continue in the ordinary course, and we cannot predict if any of these possible
future events will have a material adverse effect on our operations or the life of our existing in-orbit satellites.

Tluee of the Sirius in-orbit satellites have experienced degradation on their solar arrays. The degradation these satellites have experienced
docs not affect current operations. Additional degradation on the three Sirius satellites could reduce thc estimated lives of those satellites.

Space Systems/Loral has constructed a new satellite for the Sirius system that is expected to be launched in the first half of 2012. Satellite
hes have significant risks, including launch failure, damage or destruction of the satellite during launch and failure to achieve a proper

it or operate as planned. Our agrccmcnt with Space Systems/Loral docs not protect us against thc risks inherent in a satellite launch or in-
orbit operations.

Our XM-I and XM-2 satcllitcs have cxpcricnccd progressive degradation problems common tn carly Hoeing 702 class satellites and now
serve as in-orbit spares. Our XM-2, XM-3, and XM-4 in-orbit satellites have experienced circuit failures on their solar arrays which do not
affect current operations. Additional circuit failures on the satellites could reduce the estimated lives of those satellites. We estimate that our
XM-3, XM-4 and XM-5 satellites will meet their 15-year predicted depreciable lives, and that the XM- I and XM-2 satellites'epreciable lives
will end no earlier than 2013.

Our XM-5 satellite serves as an in-orbit spare for both of our services. In the event of a failure of XM-3, XM-4 or any of the Sirius
satellites, service would be maintained through XM-5.
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In addition, our Sirius network of terrestrial repeaters communicates with a single third-party satellite. Our XM network of terrestrial
repeaters communicates with a single XM satellite. If the satellites communicating with the applicable repeater network fail unexpectedly, the
services would be disrupted for several hours or longer.

We maintain in-orbit insurance policies covering only our XM-5 and FM-5 satellites, We may not renew these in-orbit insurance polio
when they expire, Any insurance proceeds will not fully cover our losses in thc event of a satell ite failure or significant degradation , For
example, the policies covering the insured satellites do not cover the full cost of constructing, launching and insuring new satellites, nor will
they cover, and we do not have protection against, business interruption, loss of business or similar losses. Our insurance contains customary
exclusions, material change and other conditions that could limit recovery under those policies. Further, any insurance proceeds may not be
received on a timely basis in order to launch a spare satellite or construct and launch a replacement satellite or take other remedial measures. In
addition, the policies are subject to limitations involving uninsured losses, large satellite performance deductibles and policy limits.

Our ability to attract and retain subscribers at a profitable level in th e f uture is uncertain .

We spend substantial amounts on advertising and marketing and in transactions with automakers, retailers and others to obtain and uuract
subscribers, During 2011 , we added 1,701 ,860 net subscribers to our satellite radio service. Our ability to retain our subscribers, or increase thc
number of subscribers to our service, in any given period is subject to many factors, including:

• the price of our service, which we increased on January I, 2012 ;

• the health of the economy;

• the production and sale of new vehicles in the United States;

• our ability to convince owners and lessees of new and previously owned vehicles that include satellite radios to purchase subscriptions
to our service;

• thc effectiveness of our marketing programs;

• the entertainment value of our programming: and

• actions by our competitors, such as terrestrial radio and other audio entertainment providers.

As part of our business, we experience, and expect to experience in the future, subscriber turnover (i.e., churn). If we are unable to retain
current subscribers at expected rates , or the costs of retaining subscribers arc higher than expected, our financial performance and operating
results could be adversely affected. We cannot predict how successful we will be at retaining customers who purchase or lease vehicles that
include a prepaid promotional subscription to our satellite radio service, During 2011 , we converted 45% of the customers who received a
promotional subscription as part of the purchase or lease of a new vehicle to a self-paying subscription. Over the same period, we have
experienced churn of our self-pay subscribers of 1.9% per month.

Average monthly revenue per subscriber, which we refer to as ARPU, is another key metric we usc to analyze our business. Over the past
several years, we have focused substantial attention and efforts on balancing ARPU and subscriber additions. Our ability to maintain ARPU
over time is uncertain and depends upon various factors, including:

• the value consumers perceive in our service;

• our ability to add and retain compelling programming;

• the increasing competition we experience from terrestrial and Internet radio ; and

• pricing and other offers we may make to attract new subscribers and retain existing subscribers.
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In addition, our Sirius network of terrestrial repeaters communicates with a single third-party satellite. Our XM network of terrestrial
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~ the increasing competition we experience from terrestrial and Internet radio; and

~ pricing and other offers we may make to attract new subscribers and retain existing subscribers.

13



If we are unable to consisten tly attract new subscribers, and retain our current subscribers, at a sufficient level of revenues to be
profitable, the value of our common stock could decli ne, and without sufficient cash flow we may not he ahle to make the required payments
on our indebtedness and could ultimately default on our commitments.

• oyalties for music rights may increase.

We must maintain music programming royalty arrangements with , and pay license fees to, BMl, ASCAP and SESAC . These
organizations negotiate with copyright users, collect royalties and distribute them to songwriters and music publishers. We have agreements
with ASCAP and SESAC through 20 16. We do nut have a defini tive agreement with BMI and continue to operate under an interim agreement.
There can be no assurance that the royalt ies we pay to ASCAP, SESAC and BMl will not increase upon expiration of these arrangements.

Under the Digita l Performance Right in Sound Recordings Act of 1995 and the Digital Mi llennium Copyright Act of 1998, we pay
royalties to copyright owners of sound recordings. Those royalt y rates may be established throu gh negotiation or, if negotiation is unsuccessful,
by the CRB. Owners of copyrights in sound recordings have created SoundExchange, a collective organization, to collect and distr ibute
royalties. SoundExchange is exempt by sta tute from U.S. antitrust laws and exercises signifi can t market power in the licensing of sound
recordings.

A rate sett ing proceeding com menced in Janua ry 2011 , and, if negotiations with SoundExchange prove unsuccessful , new royalty rates
will be determ ined by the CRB and will be effec tive for the five-year perio d beginning in 20 13. In November 20 11, we filed our direct case in
that proceeding and requested the CRR to set a royalty rate payable by us under the statutory license covering the performance of sound
recordings over our satellite radio services at less than 7% of our gross revenues, subject to certain exc lusions . In November 20 I I,
SoundExchange also filed a direct case in the proceeding and requested the CRB to set a royalty rate under the statutory license of initia lly
12%, increasing by 2% each year during the term and up 10 a maxi mum of 20%, of our gross revenues. A hearing before the CRB in this
proceeding is schedu led to commence in 2012 .

Failure to comply with FCC requirements could damage our business.

We hold FCC licenses and authorizations 10 operate com mercial sate llite radio services in the United States , including authorizations for
satellites and terrestrial repeaters , and related authorizations. The FCC generally grants licenses and authorizations for a fixed term . Although
we expect our licenses and authorizations to he renewed in the ordinary course upon their expiration, there can he 110 assurance that this will he
the case. Any assignment or transfer of control of any of our FCC licenses or authorizations must be approved in advance by the FCC.

The operation of our satellite radio systems is subject to significant regulation by the FCC under authori ty granted through the
'ommunications Act and related federal law. We are required, among other things, to operate only within specified frequencies; to meet certain

di tions regarding the interoperability of our satellite radios with those of other licensed satellite radio sys tems; to coordinate our satellite
io services with radio sy stems operating in the same range of frequencies in neighboring coun tries; and to coordinate our communications

links to our satellites with other systems that operate in the same frequency hand. Non -compliance by us with these requirements or other
conditions or with other applicable FCC rules and regul ations could resu lt in fines , additional license conditions, license revocation or other
detrimental FCC actions. There is no guarantee that Congress will not modify the statutory framework governing our services, or that the FCC
will not modify its rules and regulations in a manner that would have a material impact on our operations .

The terms of our licenses, the orde r of the FCC approvi ng the Merger, and the consent decrees we entered into with the FCC require us to
mee t cer tain condi tions. Non-compliance with these conditions could result in fines, addi tional license conditions, license revocation or other
detrimental FCC actions .
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The unfavorable outcome ofpending orfuture litigation could haw a material adverse effect:

We are partie s to several legal proceedings arising out of various aspects of our business. including class action lawsuits alleging
violations of state consumer protection statutes. We are defending all claims against us. The outcome of these proceedings may nol be
favorable, and an unfavorable outcome may have a material adverse effect on our business or financial results .

Rapid technological and industry changes could adversely impact our services.

The audio entertainment industry is characterized by rapid technological change, frequent product innovations, changes in customer
requirements and expectations . and evolving standards. If we arc unable to keep pace with these changes, our business may not succeed.
Products using new technologies, or emerging industry standards, could make our techno logie s less competitive in the marketplace.

•
Failure ofother third parties to perform could adversely affect our business.

Our business depends, in part, on various other third parties. including:

• manufacturers that build and distribute satellite radios ;

• companies that manufacture and sell integrated circuits for satel lite radios;

• programming providers and on-air talent

• retailers that market and sell satellite radios and promote subscriplions to our services; and

• vendors that have designed or built and vendors that support or operate important clements of our system s, such as our satellites and
customer service facilities.

If OIlC or more of these third parties do not perform in a satisfactory or timely manner, our business could be adversely affected. In
addition , a number of third parties on which we depend have experienced, and may in the future experience, financial difficulties or file for
bankruptcy protection. Such third parties may not be able to perform their obligations to us in a timely manner, if at all. as a result of their
fi nancial condi tion or may be relieved of their obligations to us as part of seeking bankruptcy protection .

We design , establish specifications, source or specify parts and components, and manage various aspect s of the logi stics and production
of radios. As a result of these activ ities, we may be exposed to liabilities associated with the design , manufacture and distribution of radios that
the providers of an entertainment service would nol customarily be subject 10, such as liabilities for design defects, patent infringement and
comp liance with applicab le laws, as well as the costs of returned product.

Chunges in consumer protection U1WS 1If1([ their enforcement COU[i[ damage our business. •

Wc engage in extensive marketing efforts to attract and retain subscribers to our services. We empl oy a wide variety of communication s
tools as part of our marketing campaigns, including telemarketing efforts; print , television , radio and online advertising ; and ema il solicitations .

Consumer protection laws, rules and regulations are extensive and have devel oped rapidly. particularly at the State level . Consumer
protection laws in certain jurisdictions cover nearl y all aspects of our marketing efforts, including the content of our advertising, thc terms of
consumer offers and the manner in which we communicate with subscribers and prospective subscribers. We are engaged in considerable
eJTOIts to ensure that alI our activities comply with federal and state laws, rules and regulations relating to consumer protection, including laws
relating to privacy . Modifications to federal and state laws, rules and regulations concerning consumer protecti on , including decisions hy
federal and state courts and agencies interpreting these laws, cou ld have an adverse impact on our ability to attract and relain subscribers to our
services . While we monitor the
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changes in and interpretations of the se laws in consumer-related settlements and deci sion s, and while we believe that we are in material
compliance with applicable laws, there can be no assurances that new laws or regulations will not be ena cted or adopted , preexisting laws or
regu lations will not be more stric tly enforced or that ou r varied operations will continue to comply with all applicable law s, which might

•

erselY affect our operations .

A Mult istatc Working Gro up of 30 State Attorn eys General, led by the Attorney General of the State of Ohio, is investiga ting certain of
our consumer practices. The investigation focuses on practices rela ting to the cancellation of subscriptions; automatic renewal of sub scriptions;
cha rging, billing, collecting , and refund ing or cred iting of paym en ts from consumers; and solic iting customers. A separate investigation into
our co nsumer practices is being conducted by the Attorneys General of the State of Florida and New York. In addition, the Attomey Genera l of
the State of Missouri has co mmenced an action against us regarding our telemarket ing practices to residen ts of the State of Missouri .

Interruption or failure of our information technology and comm unications systems could negatively impact our results and our brand.

We operate a complex and growing busine ss. We offer a wide variety of sub scription packages at different price points. Our bu sine ss is
dependent on the operation and ava ilability of our inform ation technology and communication systems and those of third party serv ice
providers . Any degradation in the quality , or any failure, of our systems cou ld reduce our revenues, cau se us to lose customers and damage our
brand. Although we have implemented practices designed to maintain the availability of our information technology systems and mitigate the
harm of any unplanned intenuptions, we do not have complete redundancy for all of our information technology systems, and our dis aster
reco very planning cannot anticipate all eventualities . We occasionally experience unp lanned ou tages or technical difficulties. We could also
experience loss of data or processing capabilitie s, which cou ld cau se us to lose customers and could materia lly harm our rep utation and our
operating results.

We are involved in conti nuing efforts to upgrade and ma intai n our information technology sys tems. These maintenance and upg rade
activi ties are costly, and problems with the design or implementation of system enhancements could harm our bu sine ss and our results of
operations .

Our data cent ers and our informa tion techn ology and communications systems arc vulnerahle to damage or interruption fro m natur al
disaste rs, malicious attacks, fire , power loss, telecommunication s failures, computer viruses or other attempts to harm our systems .

If hacke rs were ahle to circumvent our security me asures , we cou ld Jose proprietary information or personal information or experience
signi fica nt disruptions, If our sys tems become una vail able or suffe r a securi ty breach, we may be required to expend significant resou rces to
address these probl ems, including notification under various fede ral and state data privacy regulation s, and our reputation and operating result s
cou ld suffer.

•
We rely on internal sys tems and external sys tems maintained by r.nanufacturers , distributors and service providers to take , fulfill and

ndl e customer servi ce requests and host certain online activi ties . Any interru ption or failure of our intern al or extern al sys tems co uld prevent
us from servicing customers or cau se data to he unintenti onally disclosed .

Ifwef ail to protect the security of personal information about our customers, we could be subject to costly government enforcement
actions or private litigation and our reputation could suffer.

The nature of our business invol ves tile receipt and storage of personal information about our subscribers. If we experience a data security
breach. we could be exp osed to govern ment enforcement actions and private litigation. In addition, our subscribers and potential customers
could lose confidence in our ability to protect their personal information , which could cause them to disc ontinue usage of our services. Such
events could lead to lost future sales and adversely affect our results of operations.
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We mayfrom time to time modify our busin ess plan, and these changes could adversely affect us and our finan cial condition.

We regularly evaluate our plans and strategy . These evaluations often result in changes to our plan s and strategy. some of whieh may be
material. These changes in our plans or strategy may include: the acqui sition or termination of unique or compelling programming; the
introduction of new features or services; significant new or enhanced distribution arrangements; investments in infrastructure. such as satclIi
equipment or radio spectrum: and acquisitions of other businesses, including acquisitions that are not directly related to our satellite radio
business,

Our substantial indebtedness could adversely affect our operations and could limit our ability to react to changes in the economy or our
industry.

As of December 31,2011 . we had an aggregate principal amount of approximately $3.1 billion of indebtedness. Our substantial
indebtedness has important consequences. For example, it:

• increases our vulnerability to general adverse economic and industry conditions;

• requires us to dedicate a portion of our cash flow from operations to payments on indebtedness, reducing the availability of cash flow
to fund capital expenditures, marketing and other general corporate activities;

• limits our ability to borrow additional funds or make capital expenditures;

• limits our flexibility in planning for, or reacting to, changes in our business and the audio entertainment industry ; and

• may place us at a competitive disadvantage compared to other competitors.

The instruments governing our indebtedness contain covenants that , among other things, place certain limitations on our abilit y to incur
more debt , pay dividends, make distributions, make investments, repurchase stock, create liens, enter into transactions with affi liates, enter into
sale lease-back transactions, merge or consolidate, and transfer or sell assets. Failure to comply with the covenants associated with this debt
could result in an event of default, which , if not cured or waived, could cause us to seek the protection of the bankruptcy laws, discontinue
operations or seck a purchaser for our business or assets.

Our broadcast studios, terrestrial repeater networks, satellite uplink facilities or other ground f acilities could be damaged by natural
catastrophes or terrorist activities.

An earthquake, tornado, flood , terrori st attack or other catastrophic event could damage our broadcast stud ios, terre stri al repeater
networks or satellite uplink facilities, interrupt our service and harm our business.

Any damage to the satellites that transmit to our terrestrial repeater networks would likely result in degradation of the affected service •
some subscribers and could result in complete loss of service in certain or all areas . Damage to our satellite uplink facilities could result in a
complete loss of either of our services until we could transfer operations to suitable back-up facilities.

Electr omagnetic interference from others could damage our business.

Ow' satelli te radio service may be subject to interfere..mce caused by other users of radio frequencies, sueh as RF lighting, ultru-widebund
technology and Wireless Communications Service ("WCS") users . The FCC has approved mod ifications to the roles governing the operations
of WCS devices in the spectrum adjacent to satellite radio , including role changes that facilitate mobile broadband services in the W .S
frequencies , We have opposed certain of the changes out of a concern for their impact on the reception of satellite radio service: and have filed
a petition with the FCC asking the Commission to reconsider certain of the changes. We cannot predict the outcome of our petition for
reconsideration. The ultimate impact of certain of these rules changes on satellite
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radio reception is impossible to predict and dependent on num erous factors outs ide of our control, such as the design and implementation of
WCS sys tems and devices, the applicat ions deployed through WCS devices, and the number of WCS devices ultimately adopted by consumers .

•

ur business may be impaired by third-party intellectual property righ ts.

Development of our systems has depended upon the intellectual property that we have developed , as well as intellec tual property licensed
from third parti es. If the intellectual property that we have developed or usc is not adequately protected, others will be permitted to and may
duplicate porti ons of our systems or services without liabili ty. In addition, others may challenge, invalidate, render unenforceable or circumvent
our in tellectual properly lig hts, patents or existing licenses or we may face significant legal costs in connection with defending and enforcin g
those intellectual property rights. Some of the know-how and technology we have developed, and plan to develop, is not now, nor will it be,
covered by U.S. patents or trade secret protections. Trade sec re t protection and contractual agreements may not provide adequate protection if
there is any unauthorized usc or disclosure. The loss of necessary techn ologies could require us to subs titute techn ologies of lower quality
performance standards, at greater cost or on a delayed basis, which cou ld harm us.

Other parties may have patents or pending patent applications, which will later mature into patents or inventions that may block our
ability to operate our system or license technologies. We may have to resort to litigation to enforce our rights under license agreements or to
determine the scope and validity of other parties ' proprietary rights in the subjec t matter of those licenses. This may be expensive and we may
not succeed in any such litigation.

Third parti es may assert claims or hrin g suit again st us for patent, tradem ark or copyri ght infringement, or for other infringemen t or
misappropria tion of intellectual property rights. Any such litigation could resul t in substantial cost, and diversion of effort and adverse findings
in any proceeding could subject us to significant liabiliti es to third part ies ; require us to seek licenses from third part ies ; block our ability to
operate our systems or license our technology; or otherwise adversely affect our ability to successfully develop and market our satelli te rad io
systems.

Liberty Me dia Corporation has significant influence over our busin ess and affairs and its interests may differ f rom ours.

Liberty Media Corporation ho lds prefe rred stoc k that is convertible into 2,586 ,976 ,000 shares of common stock. Pursuant to the terms of
the preferred stock held by Liberty Media, we cannot take certain actions , such as certain issuances of eq uity or debt securities , without the
consent of Liberty Media. Additionally, Liberty Media has the right to designate a percentage of our hoard of directors proportional to its
interest. As a result, Liberty Medi a has significant influence over our business and affairs. The interests of Liberty Media may differ from our
interests. The extent of Liberty Medi a 's stock owners hip in us also may have the effect of discouraging offers to acquire contro l of us. Under
its investment agreement, Liberty Me dia is subject to certain standstill provisions wh ich expire in March 2012.

• ur net operating loss carryforwards could be substantially limited ifwe experience till ownership change as defined in the Internal
Revenue Code.

We have generated a federal net operating loss carryforward of approximately $7.8 bilIion through the year ended December 31, 20 I I,
and we may generate net operating loss carryforwards in future years.

Section 382 of the Internal Revenue Code of 1986, as amended (the "Code"), contains rules that limit the ability of a company that
undergoes an ownership change, which is generally any change in ownership of more than 50% of its stock over a three -year period , to utilize
its ne t operating loss carryforwards and certain bui lt-in losses recognized in years after the ownership change . These rules generally opera te by
focusing on owners hip changes among stockholders owning directly or ind irectly 5% or more of the stock of a company and any change in
ownership aris ing from a new issuance of stock by the company.
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radio reception is impossible to predict and dependent on numerous factors outside of our control, such as the design and implementation of
WCS systems and devices, the applications deployed through WCS devices, and the number of WCS devices ultimately adopted by consumers.

ur business may be impaired by third-party intellectualproperty rights.

Development of our systems has depended upon the intellectual property that we have developed, as well as intellectual property licensed
from third parties. If the intellectual property that we have developed or use is not adequately protected, others will be permitted to and may
duplicate portions of our systems or services without liability. In addition, others may challenge, invalidate, render unenforceable or circumvent
our intellectual property tights, patents or existing licenses or we may I'a«e signiTicant legal costs in connection with del'ending and enl'or«ing
those intellectual property rights. Some of the know-how and technology v e have developed, and plan to develop, is not now, nor will it be,
covered by U.S. patents or trade ~ret protections. Trade secrct protection and contractual agreements may not provide adequate protection if
there is any unauthorized use or disclosure. The loss of necessMy technologies could require us to substitute technologies of lower quality
performance standards, at grcatcr cost or on a delayed basis, which could harm us.

Other parties may have patents or pending patent applications, v hich will later mature into patents or inventions that may block our
ability to operate our system or license technologies. We may have to resort to litigation to enforce our rights under license agreements or to
determine the scope and validity of other parties'roprietary rights in the subject matter of those licenses. This may be expensive and we may
not succeed in any such litigation.

Third parties may assert claims or bring suit against us for patent, trademark or copyright infringcmcnt, or for other infringcmcnt or
misappropriation of intellectual property rights. Any such litigation could result in substantial cost, and diversion of effort and adverse findings
in any proceeding could subject us to significant liabilities to third parties; require us to seek licenses from third parties; block our ability to
operate our systems or license our technology; or otherwise adversely affect our ability to successfully develop and market our satellite radio
systems.

Liberty Media Corporation has significantinftuence over our business and affairs anditsinterests map differfrom ours.

Liberty Media Corporation holds preferred stock that is convertible into 2,586,976,000 shares of common stock. Pursuant to the terms of
the preferred stock held by Liberty Media, we cannot take certain actions, such as ceriain issuances ol'equity or debt securities, without the
consent of I.ihcrty Media. Additionallv, Liberty Media has thc right to designate a pcrccntagc of our hoard of directors proportional to its
interest. As a result, Liberty Media has significant influence over our business and affairs. Thc interests of Liberty Media may differ from our
interests. The extent of Libert Media's stock ownership in us also may have thc effect of discouraging offers to acquire control of us. Under
its investment agreement, Liberty Media is subject to certain standstill provisions which expire in March 2012.

r net operating loss carrtfonvards could be siibstantially liniited ifwe experience an ownership change as definedin the Internal
Revenue Code.

We have generated a federal net operating loss carryforward of approximately $7.8 billion through the year ended December 31, 2011,
and ive may generate net operating loss carry forwards in future years.

Section 382 of the Internal Revenue Code of 1986, as amended (the "Code"), contains rules that limit the ability of a company that
undcrgocs an ownership change, which is gcncrally any change in oivncrship of morc than 50% of its stock over a thrcc-year period, to utilize
its net operating loss carryl'orwards and certain built-in losses recognized in years after the ownership change. These rules gen«rally operate by
focusing on ownership changes among stockholders owning directly or indirectly 5% or more of the stock of a company and any change in
ownership arising from a new issuance of stock by the company.



If we unde rgo on ownership change for purposes of Section 382 as a result of future transacti on s involving our common stock. including
purchases or sales of stock between 5% stockholders, our ability to use our net operating loss canyforwards and to recognize cert ain built -in
losses wou ld be subject to the limitations of Section 382 . The limitation on our abili ty to utilize tax losse s and cre dit carryforwards orising from
an ownership change under Section 382 would depend upon the value of our equity at the time of any ownership change. Given our current
market capitalization, any future ownership change will not negatively impact our ability to full y utilize our existing net operating losses wit
the carryforward period. If we were to experience a significant decrease in equity value it is possible that a portion of our tax losses and credit
earryforwards could expire before we \ ould be able to use them to offset future taxable income.

Special Note About Forward-Looking Statements

We have made various statem ents in this Annual Report on Form IO-K that may constitute " forward-looking statements" within the
meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements may also be made in our other reports filed with
or furnished to the SEC , in our press releases and in other documents. In addition, from time to time, we . through our management. may mak e
ora l forward-looking statements. Forward -looking statements are subject to risks and uncertainties, including tho se identified abo ve. \ hich
could cause actual results to differ materially from such statements. The words "will likely result," " are expected to," " will continue." " is
anticipated." "es timated ," "believe," " intend," "plan," "may," " should," "could," "would," "likely ," " projec tion," "outlook" and similar
expressions are intended to identify forward-looking sta tements. We caution you that the risk factors described above are no t exclusive . There
may also be othe r risks that we arc unable to predict at this time that may cause actual results to differ materially from those in forward-looking
stateme nts . New fac tors emerge from time to time , and it is not possible for us to predict which will arise or to assess with any precision the
impa ct of each fac tor on our business or the extent to wh ich any fac tor , or combination of factors, ma y cause actual results to differ materially
from those contained in any forward- looki ng statements. Readers are cautioned not to place undu e rel iance on these forward-look ing
statements, wh ich speak only as of the date on which they are made. We undertake no obligation to update publicly or revise any forward
looking sta tements .

ITEM lB.

None .

UNRESOLVED S TA FF COMMENTS

ITEM 2. PROPERTIES

Below is a list of the principal properties that we own or lease:

Loca tion

New York , NY

New York , NY
Washington, DC
Washington, DC
Lawrenceville , NJ
Deerfield Beach, FL
Farmi ngton Hills, MI
Nashville, TN
Vernon, NJ
Ellenwood, GA

Pu r pose

Corporate headquarters and
studio/production facilities
Office fac iliti es
Office and studio/production facilities
Office facilities and data center
Office and technical/engi neering facilities
Office and technical/engineering facilities
Office and technical/engineering facilities
Studio/production facilities
Tec hnical/engi neering facili ties
Technical/engineering facilities
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Own/Lea ""

Lease

Lease
Own
Own

Lease
Lease
Lease
Lease
Own

Lease

•
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If we undergo an ownership change for purposes of Section 382 as a result of future transactions involving our common stock, including
purchases or sales of stock between 9% stockholders, our ability to use our net operating loss canyforwards and to recognize certain built-in
losses would be subject to the limitations of Section 382. The limitation on our ability to utilize tax losses and credit cartyforwards arising from
an ownership change under Section 382 would depend upon the value of our equity at the time of any ownership change. Given our cument
market capitalization, any futiue ownership change will not negatively impact our ability to fully utilize our existing net operating losses wi
the canyforward peritxL Ifwe were to experience a significant decrease in equity value it is possible that a portion ofour tax losses and credit
canyforwards could expire before we would be able to use them to offset future taxable income.

Special Note About Forward-Looking Statements

We have made various statements in this Annual Report on Form 10-K that may constitute "forward-looking statements" within the
meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements may also be made in our other reports filed with
or furnished to the SEC, in our press relcascs and in other documents. In addition, fmm time to time, wc. through our management, may make
oral forward-looking statements. Forward-looking statements are subject to risks and uncertainties. including those identified above, which
could cause actual results to differ materially from such statements. I he words "will likely result," "are expected to," "will continue," "is
anticipated," "estimated," "believe," "intend," "plan," "may," "should," "could," "would," "likely," "piojection," "outlook" and similar
expressions are intended to identify forward-looking statements. We caution you that the risk factors described above are not exclusive. There
may also bc other risks that wc are unable to predict at this time that may cause actual randts to diffe materially fmm those in forwaid-looking
statements. New factors emerge from time to time, and it is not possible for us to predict which will arise or to assess with any precision the
impact ofeach factor on our business or the extent to which any factor, or combination of factors, may cause actual results to differ materially
from those contained in auy forward-looking statements. Renders are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date on which they are made. We undertake no obligation to update publicly or revise any forward-
looking statements.

ITEM IK UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Below is a list of the principal properties that we own or lease:

Location

New York, NY %

New Yoik, NY
Washington, DC ~
Washington, DC
Lawrenceville, NJ .

'eerfieldBeach, FL
Farmington Hills. Ml
Nashville, TN
Vernon, NJ
Ellenwood, GA

Corporate headquarters and
studio/pmduction facilities
Office facilities
Office and studio/production facilitics
Office facilities and data center

W'ffice aud technicaVengineering faciliues
Office and technicaVengineering facilities
Office and technicaVengineering facilities
Studio/production facilities
Technical/engineering facilities
Technical/engineering facilities
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Osen/Lease

I.case

Lease
O'Own

Own
Lease
Lease

'ease
Lease
Own

Lease



We also 0 \\11 or lease other small facilities that we use as offices for our advertising sales personnel, studios and warehouse and
maintenance space. These facilities are not material to our business or operations . We also lease properties in Panama and Ecuador that we use
as earth stati ons to command and control satellites.

•
In addition , we lease or license space at over 650 locati ons for use in connection with the terrestrial repeater netw orks that support our

. cl1ite radio services, In general, these leases and licenses arc for space on huilding rooftops and communications towers. None of these
individual arrangements is material to our business or operations.

ITEM 3. LEGAL PROCEEDINGS

State Consumer Investigations . A Multistate Working Group of 30 State Attorneys General, led by the Attorney General of the State
of Ohio, is investigating certain of our consumer practices. The investigat ion focuses on practices relating to the cancellation of subscriptions;
automatic renewal of subscriptions; charging, billing, collect ing , and refunding or crediting of payments from consumers; and solic iting
customers.

A separate investigati on into our con sumer practices is being conducted by the Attorneys General of the State of Florida and the State of
New York . In additi on, in September 20 I0, the Attomey General of the State of Missouri commenced an action against us in Missouri Circuit
Court, Twenty-Second Judicial Circuit, St. Louis, Missouri , alleging violations of various consumer protection statutes, including the Missouri
Telemarketing No-Call List Act. The suit seek s, among other things, a permanent injunction prohibiting us from making, or causing to be
made , telephone solicitations to our subscribers in the State of Missouri who are on Missouri ' s no-call list, statutory penalties and
reimbursement of costs.

We are cooperating with these investigations and belie ve our consumer practices comply with all applicable federal and state laws and
regulations.

Carl Blessing et al. v. Sirius XM Radi o Inc . We have settled the case titled Carl Blessing ct aJ. v. Siriu s XM Radi o Inc. and the
settlement has been appro ved by the United States Distric t Co urt for the Southem District of New York . Notices of appeal have been filed by
I I individuals seeking to overturn the settlement.

In December 2009 , Carl Blessing, a subscriber, filed a lawsuit again st us in the United States District Court for the Southcm District of
New York. Mr . Blessing and several other plaintiffs purported to represent all subscribers who were subject to : an increase in the price for
additional-radio subscriptions from $6.99 to $8.99; the imposition of the US Music Royalty Fcc ; and the elimination of our frcc Internet
service. The suit claimed that the pricin g changes showed that our merger with XM lessened competition or led to a monopoly in violation of

•

Clayton Act and that the merger led to monopolization in viol ation of the Sherm an Act. Earlier the Court dismissed the plaintiffs ' claims
breach of contract and granted our motion for summary judgment as to various state law claims.

As part of the settlement, we agreed to: not raise the price of our basic satelli te radio service or other programming packages or our
Intemet services; not increase our US Music Royalty Fee ; or not decrease our multi-radio discount prior to Janu ary I, 2012 . Existing
subscribers were also permitted to renew their current subscription plans at current rates prior to December 31, 20 I I. Forme r subscribers who
terminated their subscrip tions after July 29. 2009 are entitled to receive, at their election, either: one month of our basic satellite radio service or
one month of our lutemet service, at no charge. We also paid the costs of providin g notice to the plaintiff class and reimbursed counsel for the
plain tiffs for $ 13 mill ion of their fees and expenses.

One Twelve, Inc. and Don Buchwald v. Sirius XAf Radio Inc . In March 201 I, One Twelve, Inc., Howard Stem ' s producti on company,
and Don Buchwald, Stem's agent , commenced an action against us in the Supreme Court of the State of New York, County of New York. The
action alleges that , upon the Merger, we failed to honor our obligations under the performance-based compensation provisions of our prior
agreement dated
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We also own or lease other small facilities that we use as offices for our advertising sales personnel, studios and warehouse and
maintenance space. These facilities are not material to our business or operations. We also lease properties in Panama and Ecuador that we use
as earth stations to command and control satellites.

In addition, we lease or license space at over 650 locations for use in connection with the terrestrial repeater networks that support our
cllitc radio scrviccs. In general, thcsc lcascs and licenses arc for space on building rooftops and communications towers. None of thcsc

individual arrangements is material to our business or operations.

ITEM 3. I EGAL PROCEEDINGS

State Consuiner Investigations . A Multistate Working Group of 30 State Attorneys General, led by the Attotney General of the State
of Ohio, is investigating certain of our consumer practices. The investigation focuses on practices relating to the cancellation of subscriptions;
automatic renewal of subscriptions; charging, billing, collecting, and refunding or crediting of payments from consumers; and soliciting
customers.

A separate investigation into our consumer practices is being conducted by the Attorneys General of the State of Florida and the State of
New York. In addition, in September 2010, the Attorney General of the State of Missouri commenced an action against us in Missouri Circuit
Court, Twenty-Second Judicial Circuit, St. Louis, Missouri, alleging violations of various consumer protection statutes, including the Missouri
Tclcmarkcting No-Call I.ist Act. Thc suit seeks, among other things, a pcrmancnt injunction prohibiting us from making, or causing to bc
made, telephone solicitations to our subscribers in the State of Missouri who are on Missouri's no-call list, statutory penalties and
reimbursement of costs.

We are cooperating with these investigations and believe our consumer practices comply with all applicable federal and state laws and
regulations.

Carl Blessing el al. v. Sirius XM Radio Inc . We have settled the case titled Carl Blessing et al. v. Sirius XM Radio Inc. and the
settlement has been approved by the United States District Court for the Southern District of New York. Notices of appeal have been filed by
11 individuals seeking to overturn the settlement.

In December 2009, Carl Blessing, a subscriber, filed a lawsuit against us in the United States District Court for the Southern District of
New York. Mr. Blessing and several other plaintiffs purported to represent all subscribers who were subject to: an increase in thc price for
additional-radio subscriptions from $6.99 to $8.99; thc imposition of the US Music Royalty Fcc;;uid the elimination of our free Internet
scrvicc. Thc suit claimed that thc pricing changes showed that our merger with XM lessened competition or lcd to a monopoly in violation of

e Clayton Act and that the merger led to monopolization in violation of the Sherman Act. Earlier the Court dismissed the plaintiffs'laims
breach of contract and granted our motion for summary judgment as to various state law claims.

As part of the settlement, vve agreed to: not raise the price of our basic satellite radio service or other programming packages or our
Internet services; not increase our US Music Royalty Fee; or not decrease our multi-radio discount prior to January 1, 2012. Existing
subscribers were also permitted to renew their current subscription plans at current rates prior to December 31, 2011. Former subscribers who
terminated their subscriptions after July 29, 2009 are entitled to receive, at their election, either: one month of our basic satellite radio service or
one month of our Internet service, at no charge. We also paid the costs of providing notice to the plaintiff class and reimbursed counsel for the
plaintiffs for $ 13 million of their fees and expenses.

One Twelve, Inc. and Don Buchwald v. Sirius XM Radio Inc . In March 2011, One Twelve, Inc., Howard Stem's production company,
and Don Buchwald, Stern's agent, commenced an action against us in the Supreme Court of the State of New York, County of Ncw York. The
action alleges that, upon the Merger, we failed to honor our obligations under the perfonnance-based compensation provisions of our prior
agreement dated

20



October 2004 with One Twelve and Buchwald, as agent ; One Twelve and Buchwald each assert a claim of breach of contract. More
specifically , the complaint alleges that subscribers to the XM Satellite Radio service should have been counted us "Sirius subscribers"
following the Merger for purposes of provision s entitling One Twelve and Buchwald to compensation in the event that the number of "Sirius
subscri bers" exceeded the projected growth amounts of Sirius subscribers by certain magnitudes specified in the 2004 agreement for each '!
of that agreement. Th e suit seeks damages, plus interest and costs, in an amount to be determined. We believe that the cla ims arc without m
and intend to vigorously defend this action.

We filed a motion for summary judgment on the basis that the 2004 agreement is unambiguous; specifically, that the term "Sirius
subscribers," as used in the 2004 agreement, docs not include subscribers to XM Satellite Radio follow ing the Merger and , as a result , One
Twelve and Buchwald were not entitled to additi onal compensation for exceeding projected growth amounts of Sirius subscribers . The Court
heard oral argument on our motion for summary judgment in September 20 II .

Other Matters . In the ordinal}' course of business, we are a defendant in various lawsuits and arbitration proceedings, including
derivative actions; actions filed by subscr ibers , both on behalf of themselves and on a class action basis; former employees; partie s to contracts
or leases; and owners of patents, trademarks, copyrights or other intellectual property. None of these other action s are, in our opinion, likely to
have a material adverse effect on our business, financial condition or results of operations.

ITEM4. MINE .\'A FETY DISCLOSURES

Nol applicable.
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October 2004 with One Twelve and Buchwald, as agent; One Twelve and Buchvrald each assert a claim of breach of contract. More
specifically, the complaint alleges that subscribers to the XM Satellite Radio service should have been counted as "Sirius subscribers"
following the Merger for purposes of provisions entitling One Twelve and Buchwald to compensation in the event that the number of "Sirius
subscribers" exceeded the pmjected grow% amounts of Sirius subscribers by certain magnitudes specified in the 2004 agreement for each y
of that agreement. The suit seeks damages, plus interest and costs, in an amount to be determined. We believe that the claims are without m
and intend to vigomusly defend this action.

We filed a motion for summary judgment on the basis that the 2004 agreement is unambiguous; specifically, that the term "Sirius
subscribers," as used in the 2004 agreement, does not include subscribers to XM Satellite Radio following the Merger and, as a result, One
Twelve and Buchwald were not entitled to additional compensation for exceeding projected gmwth amounts of Sirius subscribers. The Court
heard oral argument on our motion for summary judgment in September 2011.

OtherMatters . In the ordinary course of business, we are a defendant in various lawsuits and arbitration pmceedings, including
derivative actions; actions filed by subscribers, both on behalf of themselves and on a class acuon basis; former eiuployees; parties to contracts
or leases; and owners of patents, trademarks, copyrights or other intellectual property. None of these other actions are, in our opinion, likely to
have a material adverse effect on our business, financial condition or results of operations.

ITEM 4. NINE SAFE?V DISCI.OSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR REGIS TRA NT'S COMMON EQUITY, RELA TED STOCKHOLDER MA TTERS AND ISSUER

t PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the Nasdaq Global Select Market under the symbol "SIRI." The following table sets forth the high and
ow sales price for our common stock, as reported by Nasdaq , for the periods indicated below:

High Low

Year ended December 31,2010
First Quarter $1.18 $0.61
Second Quarter 1.25 0.84
Third Quarter 1.20 0.90
Fourth Quarter 1.69 1.18

Year ended December 31, 2011
First Quarter $1.88 $1.49
Second Quarter 2.44 1.62
·1l1ird Quarter 2.35 1.44
Fourth Quarter 1.92 1.27

On February 7, 2012, the closing sales price of our common stock on the Nasdaq Globa l Select Market was $2.12 per share. On February
7,2012, there were approximately 11,459 record holders of our common stock.

We have never paid cash dividends on our common stock. Our ability to pay dividends on our common stock is currently limited by
covenants under our debt agreements. It is currently our intention to retain earnings, if any, for use in our business. Our board of directors
discusses alternative uses of cash based on a variety of factors such as working capital levels , our debt repayment obligations or repurchase of
our debt , our cash requirements for acquisitions, and our return of capital to shareho lders . See Note 13 to our consolidated financial statements
included in this Annual Report on Form IO-K.
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PART II

ITEM 5. MAREET FOR REGISTRANT'S COMMONEQUITY, RELATED STOCEHOI.DER MA TTERSAND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the Nasdaq Global Select Market under the symbol "SIRI." The following table Ms forth the high and
sales price for our common stock, as reported by Nasdaq, for the periods indicated below:

Year ended December 31, 2010
First Quarter

I'econd Quarter,
Third Quarter
Fourth Quarter

Year ended December 31, 2011
First Quarter
Second Quarter

... Third Quarter
Fourth Quarter

$1.18 $0.61
125 '1 5'0.84
1.20 0.90

" 1.69 t'.18

P $1.88~ $1.49
2.44 1.62
2.35 1.44
1.92 1.27

On February 7, 2012, the closing sales price ofour common stock on the Nasdaq Global Select Market was $2.12 per share. On February
7, 2012, there were approximately 11,459 record holders of our common stock.

We have never paid cash dividends on our common stock. Our ability to pay dividends on our common stock is currently limited by
covenants under our debt agreements. It is currently our intention to retain earnings, if any, for use in our business. Our board of directors
discusses alternative uses of cash based on a variety of factors such as working capital levels, our debt repayment obligations or repurchase of
our debt, our cash requirements for acquisitions, and our return of capital to shareholders. See Note 13 to our consolidated financial statements
included in this Annual Report on Form 10-K.



COMPARISON OF CUMULATIVE TOTAL RETURNS

Set forth below is a graph comparing the cumulative performance of our common stock with the Standard & Poor 's Composite-SOO Stock
Index, or the S&P 500, and the NASDAQ Telecommunications Index from December 3 I, 2006 to December 31, 20 II . The graph assumes
$100 was invested on Decem ber 31, 2006 in each of our common stock, the S&P SOO and the NASDAQ Teleeommunications Index. Tht."TC
were no dividends declared during these periods.
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COMPARISON OF CUMULATIVE TOTAL RETURNS

Sct forth below is a graph comparing thc cumulative performance of ow common stock with the Standard dt, Poor's Composite-500 Stock
Index, or the SAP 500, and the NASDAQ Telecommunications Index from December 31, 2006 to December 31, 2011. The graph assumes
$100 was invested on December 31, 2006 in each of our common stock, the SAP 500 and the NASDAQ Telecommunications Index. There
werc no dividends declared during thcsc periods.
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Equity Compensation Plan Information

•
Plan cal.-go rv
(shaTes in thousands)

Equity compensation plans approved by
security holders

Equity compensation plans not approved by
security holders
Total

ium ber of
SKurili~ 10 be

Issu ed u pon
Exercise of

Outstandi ng
Opei n Wa rranls

and Righls
(a)

462 ,086

462 ,086

Exe rcise Price of
Outstandi ng

Opl ions, Warrants

and Ri ghts
(b)

$ 1.32

$ 1.32

'u m ber of
SKurilies

Remaini ng A\'ailable

for Future Issuaace
UDder Equity

Co m pensation
Plan (exdudi ng

SKurilies Reflect ed
in Co lumn <a))

(c)

197,606

197,606

ITEM 6. SELECTED FINANCIAL DATA

Our selected financial data set forth below with respect to the consolidated statements of operations for the years ended December 31,
20 II , 2010 and 2009, and with respect to the consolidated balance sheets at December 31, 20 II and 20 I0, are derived from our audited
consolidated financial statements included in Item 8 of this Annual Report on Form IO-K. Our selected financial data set forth below with
respect to the consolidated statements of operations for the years ended December 31, 2008 and 2007 , and with respect to the consolidated
balance sheets at December 31, 2009 , 2008 and 2007 are derived from our audited consolidated financial statements, which are not included in
this Annual Report on Form IO-K. This selected financial data should be read in conjunction with the Consolidated Financial Statements and
related notes thereto included in Item 8 of this Annual Report on Form IO-K and "Management' s Discussion and Analysi s of Financial
Condition and Results of Operations" included in Item 7 of this Annual Report on Form 10-K.

As ohnd for the Years En ded Decem ber 31,
2011 2010 2009( 1) 2008(1)(2) 2007

(in thousands. except per share data)

Statements of Operations Data:
al revenue $3,014,524 $2,816,992 $2,472,638 $ 1,663 ,992 $ 922,066
income (loss) attributable to common stockholders $ 426 ,961 $ 43,055 $ (538,226) $(5,316,910) $ (565,252)

et income (loss) per share - basic $ 0.11 $ 0.01 $ (0.15) $ (2.45) $ (0.39)
Net income (loss) per share - diluted $ 0.07 $ 0.01 $ (0.15) $ (2.45) $ (0.39)
Weighted average common shares outstanding - basic 3,744,606 3,693,259 3,585 ,864 2,169,489 1,462,967
Weighted average common shares outstanding - diluted 6,500,822 6,391,07 1 3,585 ,864 2,169 ,489 1,462,967
Balance Sheet Data:
Cash and cash equivalents $ 773 ,990 $ 586,691 $ 383,489 $ 380,446 $ 438 ,820
Restricted investments $ 3,973 $ 3,396 $ 3,400 $ 141,250 $ 53,000
Total assets $7,495,996 $7,383,086 $7,322 ,206 $ 7,527 ,075 $1,687,231
Long-term debt , net of current portion $3,012,351 $3,021,763 $3,063 ,28 1 $ 2,820,781 $1,271,699
Stockholders ' equity (deficit)(3) $ 704,145 $ 207,636 $ 95.522 $ 75,875 $ (792,737)

(I) The 2009 and 2008 resu lts and balances reflect the adoption of ASU 2009-15, Accouming for Own-Share Lending Arrangements in
Cont emplation ofConvertible Debt Issuan ce or Other Financing .

(2) The 2008 results and balances reflect the results and balances of XM Satellite Radio Holdings Inc. from the date of the Merger and a
$4,766,190 goodwill impairment charge.

(3) No cash dividends were declared or paid in any of the periods presented.
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Equity Compensation Plan Information

~PI t
(shores in thousands)

Fquity compensation plans approved by
security holders

Equity compensation plans not approved by
security holders
Total a

Number of
Securities to be

issued apon
Exercise of

Outstanding
Options, Warraats

~nd Rights

462,086

462,086

Weighted-Average

Exercise Price of
Oatstanding

Options, Warrants

and Rights~b
1.32

1.32

Number of
Seen fIt Ies

Remaining Available

for Future issuance
Uadel Ettultp
Compensation

Plans (excluding
Securities Renected

in Column (a))
c

197,606

197 606

ITEM 6. SELECTED F1NANCIAL DA TA

Our selected financial data set forth below with respect to the consolidated statements of operations for the years ended December 31,
2011, 2010 and 2009, and with respect to the consolidated balance sheets at December 31, 2011 and 2010, are derived from our audited
consolidated financial statements included in Item 8 of this Annual Report on Form 10-K. Our selected financial data set forth below with
respect to the consolidated statements of operations for the years ended December 31. 2008 and 2007, and with respect to the consolidated
balance sheets at December 31, 2009, 2008 and 2007 are derived from our audited consolidated financial statements, which are not included in
this Annual Report on Form 10-K. This selected financial data should be read in conjunction with the Consolidated Financial Statements and
related notes thereto included in Item 8 of this Annual Report on Form 10-K and "Management's Discussion and Analysis of Financial
Condition and Results of Operations" included in Item 7 of this Annual Report on Form 10-K.

tin thousands. arceptper shore ttatoi
201 l

As of and lor the Years Ended Decnaber 3l
20l 0

Statements of Operations Data:
revenue

income Ooss) attributable to common stockholders
income (loss) per share — basic

Net income (loss) per share — diluted ~
Weighted average common shares outstanding — basic
Weighted average common shares outstanding — diluted
Balance Sheet Data:
Cash and cash equivalents
Restricted investments
Total assets =
Long-term debt, net of current portion
Stockholders'quity (deficit)(3)

$3,014,524
$ 426,961
$ 011
$ '.07

3,744,606
6,500,822

$ 773,990
$ 3,973
$7,495,996
$3,012,351
$ 704.145

x

$2,816,992
$ 43,055
$ 0.01
$ 0.01

J',693,259

6,391,071

$ 586,691,
$ 3,396
$7,383,086
$3,021,763
$ 207,636

$2,472,638
$ (538,226)
$ (0.15)
$ (0.15)

3,585,864
3,585,864

$ 383,489
$ 3,400
$7,322,206
$3,063,281
$ .95,522

$ 1,663,992
$(5,316,910)
$ (2.45)
$ (2.45)

2,169,489
2,169,489

$ 380,446
$ 141,250
$ 7,527,075
$ 2,820,781
$ '5.875

$ 922,066
$ (565,252)
$ (0.39)
$ (0.39)

1,462,967
1,462,967

$ 438,820
$ 53,000
$ 1,687+31
$ 1,271,699
$ (792.737)

(1) The 2009 and 2008 results and balances reflect the adoption of ASU 2009-15, Accountingfor Ovvn-Share LendingArrangetnents in
Contemplation ofConverti ble Debt Issuance or Other Financing .

(2) The 2008 results and balances reflect the results and balances of XM Satellite Radio Holdings Inc. Irom the date of the Merger and a
$4,766,190 goodwill impairment charge.

(3) No cash dividends were declared or paid in any of the periods presented.
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ITEM 7. MANAGEMENT'S J)JSCUSSION A ND ANA LYSIS OF FINANCIAl. CONJ)JT/ONAND RES UI.1:S' OFOPERAT/ONS

This Annual Report on Form IO-K contains forward-looking statements within the meaning ofthe Private Securities Litigation Ref orm
.4ct ofJ995. Actual reslilts and the timing ofevents could differ materially from those projected in forward-looking statements due to a nllll/b. '
offactors, including those described under "Item IA - Risk Factors " and elsewhere in this Annual Report. See "Special Note Regarding
Forward-Looking Statements. ..

(All dollar amounts referenced in this Item 7 are in thousands, III/less otherwise stated)

Executive Summar)'

We broadcast our music, sports, entertainment, comedy, talk , news, traffic and weather channels in the United States on a subscription fee
basis through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other channels over thc Internet,
including through applications for mobile devices.

We have agreements with every major autornaker ("OEMs") to offer satellite radios as factory- or dealer-installed equipment in their
vehic les. We also distribute our satellite radios through retail locations nationwide and through our website. Satellite radio services arc also
offered to customers of certain daily rental car companies.

As of December 31, 20 I I, we had 2 1,892 ,824 subscribers. Our subscriber totals include subscribers under our regular pricing plans ;
disco unted pricing plans ; subscribers that have prepaid, including payments either made or duc from automakcrs for subscriptions included in
the sale or lease price of a vehicle; activated radios in dai ly renta l fleet vehicles; certain subscribers to our Internet services; and certain
subscribers to our weather, traffic, data and video services.

Our primary source of revenue is subscription fees. with most of our customers subscribing on an annual. semi-annual. quarterly or
mon thly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
platform . We also derive revenue from activation and other subscription-related fees , the sale of advertising on select non-music channels, the
direct sale of satellite radio s, components and accessories , and other ancillary services, such as our Back seat TV , data and weather services .

In certain cases, autornakers include a subscription to our radio services in the sale or lease price of new and pre-owned vehicles. The
length of these prepaid subscriptions varies . but is typically three to twelve months. In many cases, we receive subscription payments from
autornakers in advance of the activation of our service. We also reimburse various automakers for certain costs associated with satelli te radios
installed in their vehicles.

We also have an equity interest in the sate llite radio services offered in Canada. Subscribers to the Sirius XM Canada service are not •
incl uded in our subscriber count. In June 20 II , Canadian atellite Radio Holdings Inc . (" CSR·') . the parent company of XM Canada, and Sit
Canada completed a transact ion to combine their operations (" the Canada Merger" )
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ITEM 7. MANA GEMENT'S DISCUSSIONAND ANAL YSISOF FINANCIAL CONDITION A ND RESULTS OF OPERA TIONS

This Annual Report on Form IOK contains forward looking statentents wi thin the meani ng ofthe Private Securities Litigation Reform
Act of l995. Actual results and the ti ming ofevents could dier matetiallyft om those proj ectedinfot~ard looking statenients due to a nutnbe
offacton, including those described under "Item IA — Ri sk Factors" and elsewhere in tliis Annual Report. See "Special Note Regarding
Fot~ ard-Looking Statements. "

(All dollar amounts refet enced in tlu's Item 7 are in thousands, unless otherwise stateci)

Executive Summary

We broadcast our music, sports, entertainment, comedy, talk, news, traffic and weather channels in the United States on a subscription fee
basis through two proprietary satcllitc radio systems. Subscribes can also rcccivc certain of our music and other channels over thc Internet,
including through applications for mobile device.

We have agreements with every tnajor automaker ("OEMs") to offer satellite radios as factory- or dealer-installed equipment in their
vehicles. We also distribute our satellite radios through retail locations nationwide and through our website. Satellite radio services are also
of'fercd to customers of certain daily rental car companies.

As of'ecember 31, 2011, we had 21,892,824 subscribers. Our subscriber totals include subscribers under our regular pricing plans;
discounted pricing plans; subscribers that have prepaid, including payments either made or due from automakers for subscriptions included in
the sale or lease price of a vehicle; activated radios in daily rental fleet vehicles; certain subscribers to our Internet services; and certain
subscribers to our weather, traffic, data and video services.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
platform. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary services, such as our Backseat TV, data and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and pre-owned vehicles. The
length of these prepaid subscriptions varies, but is typically three to twelve months. In many cases, we receive subscription payments from
automakers in advance of the activation of our service. We also reimburse various automakers for certain costs associated with satellite radios
installed in their vehicles.

We also have an equity interest in the satellite radio services offered in Canada. Subscribers to the Sirius XM Canada service are not
included in our subscriber count. In tune 2011, Canadian Satellite Radio Holdings Inc. ("CSR"), the parent company of XM Canada, andS'anadacompleted a transaction tn combine their operations ("the Canada Merger" )
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Actual Resul t'! of Operat ions

Set forth below are our results of operations for the year ended December 31, 2011 compared with the year ended December 31, 2010 and
.~" ended December 31, 2010 compared with the y= ended December 31, 2009.

2011 vs 2010 2010,-.2009
For th e Yean Ended December 3 1. Change Chan ge

2011 2010 2009 Amount ./. Amount ./.
Revenue:

Subscriber revenue $2,595,414 $2,414 ,174 $2,287 ,503 $181 ,240 8% $ 126,671 6%
Advertising revenue , net of agency fees 73,672 64,517 51,754 9,155 14% 12,763 25%
Equipment revenue 71,051 71,355 50,352 (304) (0%) 21,003 42%
Other revenue 274.387 266.946 83.029 7.44 1 3% 183.917 222%

Total revenue 3,014,524 2,816,992 2,472,638 197,532 7% 344,354 14%
Operating expenses:

Revenue share and royalties 471 ,149 435,410 397,210 35,739 8% 38,200 10%
Programming and content 281,234 305,9 14 308,121 (24,680) (8%) (2.207) (1%)
Customer service and hilling 259,719 24 1,6RO 234,456 IR,039 7% 7,224 3%
Satel lite and transmiss ion 75,902 RO,947 84,033 (5,045) (6%) (3,086) (4%)
Cost of equipment 33,095 35,28 1 40,188 (2,186) (6%) (4,907) (12%)
Subscriber acquisition costs 434,482 413,041 340,506 21,441 5% 72,535 21%
Sales and marketing 222,773 215,454 228,956 7,319 3% (13,502) (6%)
Engineering, design and development 53,435 45,390 41,031 8,045 18% 4,359 11 %
General and administrative 238,738 240,970 227,554 (2,232) (1%) 13,416 6%
Depreciation and amortiza tion 267,880 273,691 309,450 (5,811) (2%) (35,759) (12%)
Restructuring, impairments and related

costs 63,800 32,807 (63,800) (100%) 30,993 94%
Total operating expenses 2,338,407 2,35 1,578 2,244,312 (13,17 1) (1%) 107,266 5%
Income from operations 676 ,117 465,4 14 228,326 210,703 45% 237,088 104%
Other income (expense) :

Interest expense, net of amounts capitalized (304,938) (295,643) (315,668) (9,295) (3%) 20,025 6%
Loss on extinguishment of debt and credit

facilities, net (7,206) (120,120) (267,646) 11 2,9 14 94% 147,526 55%
terest and investment income (loss) 73,970 (5,375) 5,576 79,345 nm (10,951) (1%%)
ther income 3.252 3.399 3.355 (147) (4%) 44 1%

Total other expense (234,922) (417,739) (574,383) 182,817 44% 156.644 27%
Income (loss) before income taxes 441,195 47,675 (346,057) 393,520 825% 393,732 114%
Income tax expense (14,234) (4,620) (5,981) (9,614) (208%) 1,361 23%
Net income (loss) 426.96 1 43,055 (352,038) 383,906 892% 395.093 112%
Preferred stock beneficial conversion feature (186, 188) - % 186,188 nm
Net income (loss) attributable to common

stockholders $ 426,96 1 $ 43.055 $ (538,226) $383 .906 892% $58 1.281 108%

nm - not meaningful
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Actual Results of Operations

Set forth below are our results of operations for the year ended December 31, 2011 compared with the year ended December 31, 2010 and
year ended December 31, 2010 compared with the year ended December 31, 2009.

For the Years Ended December 31
2011 vs2010

Chan e
2010 us 2009

Chan
2011 2010 2009

$2,595,414 $2,414,174 $2+87,503
:= 64,517 M: 51,754

71,355 50,352
73,672
71,051

274.387 266 946 83 029
2,816,992 2,472,638

435,410 397+10
305,914,, 308,121
241,680 234,456

P'0,947 &- 84,033,I
35+81 40,188

413 041 )I 340 506
215,454 228,956

& 45,390 dtt. 41,031 ']

240,970 227,554
273,691 '09,450

3,014,524

471,149
281,234, I

259,719
75,902
33,095

434,482
222.773

~ 53,435
238,738
267,880

63 800
2,351,578

465,414
II

(295,643)

32 807
~244,312

228,326
k. 4I

(315,668)

(267,646)
5,576
3,355

~574 383

(346,057)
~5981
~352 038
~)86 188

2 338,407
676,117

pgyyr
Ized (304,938)

(7,206)
73,970
3352

~234,922
441,195

~14 234
426 961

(120,120)
(5,375)
3.399,

~417,739
47,675,'4620

43 055,

iI, $ 426961 $ 43.055, 0, ~$ (538.226

nm — not meaningful
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Revenue:
Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue ~

Total rcvcnuc
Operating expenses:

Revenue share and royalties
Programming and content
Customer service and billing
Satcllitc and transmission
Cost of equipment
Subscriber acquisition costs
Sales and marketing
Engineering, design and development
General and administrative
Depreciation and amortization
Restructuring, impairments and related

costs
Total operating expenses
Income from operations
Other income (expense): ~

In1erest expense, net of amounts capital'oss

on extinguishment of debt and credit
facilities, net

terest and investment income (loss)
income ~Q ~

Total other expense
Income (loss) before income taxes
Income tax expense
Net income (loss)
Preferred stock beneficial conversion feature
Net income (loss) attributable to common

stockholders

Amount 9/9
fI I

Amount

$ 181,240
9,155
(304)

7 441

197,532

35,739
(24,680)
18,039

I'5,045)
(2,186)
21,441

7,319
8,045

"'2,232)

(5,811)

8% $
14% 6. „
(0%)

7%

8%
(8%)
7%

(6%)
(6%)
5%
3%

18%
(1%)
(2%)

126,671
12,763 I

21,003
183 917,t4
344,354

'I SIP
38+00
(2,207)
7,224

(3,086)
(4,907)
72,535

(13,502)
, 4359
13,416

(35,759)

6%
25%
42%

222%
14

10%
(I o//0)

3%
(4%)

(12%)
21%
(6%)
11%

(12%)

~63 800 (100'/) 30 993 94%
~)3,171 n (1%), ~107 66 5%

210,703 45% 237,088 104%
.S. 81 ~c.

(9,295) (3%) 20,025 6%

1 12,914 94% 147,526, 55%
79,345 nm (10,951) (I 96%)

~147 (4%) 44 — 1%
182,817 44% 156,644 27%
393,520, 825% 393,732 I 114%

~9614) (208%) I 361 23%
3!13 906 'r 892%a 395093 ~112%

—'/ 186 188 mn
4$

$383,906,, I 892% $581,281 4g 108%



Tottll Revenue

Subscriber Revenue includes subscription fees. activation and other fees.

• 2011 vs. 2010 : For the years ended December 31,20 11 and 2010, subscriber revenue was $2 ,595,4 14 and $2,414,174 , respective.
an increa se of 8%, or $ 181,240. The increase was primarily attribut able to an increase of 8% in daily weighted average subscribers
an increase in sales of prem ium services, including Premier packages, data services and Internet subscriptions , partially offset by the
impact of subscription discounts offered throu gh customer acqui sition and retention programs.

• 2010 vs. 2009 : For the years ended December 31,2010 and 2009, subscriber revenu e was $2,414,174 and $2,287,503 , respectively ,
an increase of 6% , or $ 126,671. The inerease was primarily attributable to a 5% increase in daily weighted average subscri bers; an
increase in the sales of prem ium services, includi ng Premier packages, data services and Internet subscrip tions ; decreases in discounts
on multi-subscription and Interne t package s and a $32,159 decrease in the impact of purcha se price accou nting adjustments
attributable to acqui red deferred subscriber revenue s, partially offset by an increase in the numb er of subscribers on promotional plans.

The future growth of subscriber revenu e will be dependent upon the growth of our subscriber base, conversion and chum rates,
promotions, rebates offered to subscribers and corresponding take -rates, plan mix, subscription prices and identification of additiona l revenue
streams from subscribers. We increa sed cert ain of our subscription rates beginning January 2012.

Advertising Revenue includes the sale of advert ising on our non-music channels, net of agency fees. Agency fees are based on a
contractual percentage of the gross advertising billing revenue .

• 2011 vs. 2010 : Forthe years ended December 31, 20 I I and 20 I0, adverti sing revenu e was $73,672 and $64,5 17, respectively. an
increase of 14%, or $9,155 . The increase was primarily due to greater demand for audio advertising resulting in increases in the
number of advertising spots sold as well as the rate charged per spot.

• 2010 vs. 2009 : For the years ended December 31, 20 10 and 2009, advert ising revenue was $64,517 and $5 1,754, respectively, an
inereasc of 25%, or $12,763 . The increase was primarily due to more effec tive sales effort s and improvements in the national market
for advertising .

Our advertising revenu e is subject to fluctu ation based on the effectiveness of our sales efforts and the national economic environment.
We expect adverti sing revenue to increase as advert isers are attracted by the growth in our subscriber base.

Equipment Revenue includes revenue and royalties from the sale of satellite radios, components and accessories.

• 2011 vs. 2010 : For the years ended December 31,20 II and 20 I0, equipment revenue was $7 1,051 and $7 1,355 , respectively, a
decrea se of $304 . The decrea se was driven by a reducti on in afterm arket hardw are subsidies eamed, partially offset by increased •
royalties from higher OEM production.

• 2010 vs. 2009 : For the years ended December 31. 20 I0 and 2009, equipment revenu e was $7 1,355 and $50,352 , respecti vely, an
increase of 42%, or $21,003. The increase was driven by royalties from increa sed OEM production and subsidies earned on
aftermarket radios and accessories.

We expect equipment revenue to fluctu ate based on OEM production for which we receive royalty payments for our technology and, to a
lesser extent, on the volume and mix of equipment sales in our direct to consumer business.

Other Revenue includ es amount s earned from subscribers for the U.S. Music Royalty f ee, revenu e from our Canadian affiliate and
ancillary revenues.

• 2011 vs. 2010 : For the years ended December 3 1, 2011 and 2010, other revenue was $274,387 and $266,946, respecti vely. The
$7,441 increa se was primarily due to increas ed royalty revenue from Sirius
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Tarsal Revenue

Subscriber Revenue includes subscription fees. activation and other fees.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, subscriber revenue w as $2,595,414 and $2,414,174, respective
an increase of 8%, or $ 181,240. The increase was primarily attributable to an increase of 8% in daily weighted average subscribers
an increaw in sales of premium services, including Premier packages, data services and internet subscriptions, partially offset by the
iinpact of subscription discounts offered through customer acquisition and rctcntion pmgrams.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, subscriber revenue was $2,414,174 and $2,287,503, respectively,
an increase of 6%, or $ 126,671. The increase was primarily attributable to a 5% increase in daily weighted average subscribers; an
increase in the sales of premium services, including Premier packages, data services and Internet subscriptions; decreases in discounts
on multi-subscription and Internet packages and a $32,159 decrease in the impact of purchase price accounting adjustments
attributable to acquired deferred subscriber revenues, partially offset by an increase in the number of subscribers on promotional plans.

The future growth of subscriber revenue will be dependent upon the growth of our subscriber base, conversion and churn rates,
promotions, rebates offered to subscribers and corresponding take-rates, plan mix, subscription prices and identification of additional revenue
streams from subscribers. We increased certain of our subscription rates beginning January 2012.

Advertising Revenue includes the sale of advertising on our non-music channels, net of agency fees. Agency fees are based on a
contractual percentage of the gross advertising billing revenue.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, advertising revenue was $73,672 and $64.517, respectively, an
increase of 14'/o, or $9,155. The increase was primarily due to greater demand for audio advertising resulting in increases in the
number of advertising spots sold as well as the rate charged per spot.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, advertising revenue was $64,517 and $51,754, respectively, an
increase of 25'/o, or $ 12,763. The increase was primarily due to more effective sales efforts and improvements in the national market
for advertising.

Our advertising revenue is subject to fluctuation based on the effectiveness of our sales efforts and the national economic environment.
We expect advertising revenue to increase as advertisers are attracted by thc growth in our subscriber base.

Equipment Revenue includes revenue and royalties from the sale of satellite radios, components and accessories.
~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, equipment revenue was $71,051 and $71,355, respectively, a

decrease of $304. The decrease was driven by a reduction in aftermarket hardware subsidies earned, partially offset by increased
royalties from higher OEM production.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, equipment revenue was $71,355 and $50,352, respectively, an
increase of 42'/o, or $21,003. The increase was driven by royalties from increased OEM production and subsidies earned on
aftetmarket radios and accessories.

We expect equipment revenue to fluctuate based on OEM production for which we receive royalty payments for our technology and, to a
lesser extent, on the volume and mix of equipment sales in our direct to consumer business.

Other Revenue includes amounts earned from subscribers for the U.S. Music Royalty Fee, revenue from our Canadian affiliate «nd
ancillmy revenues.

~ 2011 vs. 2010: 1'or the years ended December 31, 2011 and 2010, other revenue was $274,387 and $266,946, respectively. The
$7,441 increase was primarily due to increased royalty revenue from Sirius
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XM Canada. While the number of subscribers subject to the U.S. Music Royalty Fee increased , that increase was offset by a reduction
in December 20 10 in the rate charged on primary subscrip tions .

• 2010 vs. 2009 : For the years ended December 31,2010 and 2009, other revenue was $266,946 and $83,029, respectively. The
• $183,917 increase was primarily due to the full year impact of the U.S. Music Royalty Fcc introduced in the third quarter of 2009.

Other revenue is dependent upon the amount of the U.S. Music Royalty Fee and revenue s from our Canadian affiliate . Other revenue will
fluctuate as additional subscribers become subject to the U.S. Music Royalty Fee and based on the performance of our Canadian affiliate.

Operating Expenses

Revenue Share and Royalties include distribution and content provider revenue share , advertising revenue share, residuals and broadcast
and web streaming royalties. Resid uals are monthly fees paid based upon the number of subscribers using satellite radios purchased from
retailers. Adverti sing revenue share is recogni zed in revenue share and royaltie s in the period in which the adverti sing is broadcast.

• 2U1l VS . 2010 : For the years ended December 31, 20 II and 2010, revenue share and royalti es were $471,149 and $435,410,
respect ively, an increase of 8%, or $35,739. For the year ended December 31,20 II , revenu e share and royalties remained flat as a
percentage of total revenue. The increase in revenue share and royalties was primarily attributable to a 14% increase in our revenues
subject to royalty and/or revenue sharin g arrangements and a 7% increase in the statu tory royalty rate for the performance of sound
recordings, partially offset by a $18,974 increase in the benefit to earnings from the amortization of deferred credits on execu tory
contract s initially recogni zed in purchase price accounting associated with the Merger.

• 2010 VS. 2009 : For the years ended December 31, 20 I0 and 2009, revenue share and royalties were $435,410 and $397,210,
respectively, an increase of 10%, or $38,200. For the year ended December 31, 20 10, revenue share and royalties decreased as a
percentage of total revenue. The increase in revenue share was primarily attributable to a 12% increase in our revenues subject to
royalty and/or revenue sharing arrangements and an 8% increase in the statutory royalty rate [or the perform ance of sound recording s,
partially offset by a decrease in the revenue sharing rate with an automaker and a $18,187 increase in the benefit to earnings [rom the
amortization of deferred cred its on executory contracts initially recognized in purchase price accounting associated with the Merger.

We expec t our revenue share and royalty costs to increase as our revenues grow and as a result of statutory increases in the royalty rate
for the performance of sound recordings. Under the terms of the Copyright Royalty Board 's decision, we paid royalties of 7.5% and 7.0% of
gross revenue s, subject to certain exclusions, for the years ended December 31,20 I I and 2010, respect ively, and will pay royalt ies of 8.0% for
20 12. The deferred credit s on executory contracts initially recogn ized in purchase price accounting associated with the Merger are expected to
provide increasing benefits to revenue share and roya lties through the expiration of the acquired executory contracts, principally in 2012 and

..13.

• Prog ramming and Content includes costs to acqui re, create, promote and produce content. We have entered into various agreements with
third parties for music and non-music programm ing that require us to pay license fees, purch ase advertising on media properties owned or
controlled by the licensor and pay other guaranteed amounts.

• 2011 liS. 2010: For the years ended December 31, 20 II and 20 10, programming and content expenses were $281 ,234 and
$305,914, respectively, a decrease of 8%, or $24,680 and decreased as a percentage of total revenue. The decrease was primarily due
to sav ings in content agreements and product ion costs, partiall y offset by increases in personnel costs and an $8,394 reduction in the
benefit to earnings from purch ase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit on acquired programming executory contracts.
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XM Canada. While the number of subscribers subject to the U.S. Music Royalty Fee increased, that increase was offset by a reduction
in December 2010 in the rate charged on primary subs~mptions.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, other revenue was $266,946 and $83,029, respectively. The
$ 183,917 increase was primarily due to the full year impact of the U.S. Music Royalty Fee introduced in the third quarter of 2009.

Other revenue is dependent upon the amount of the U.S. Music Royalty Fee and revenues from our Canadian affiliate. Other revenue will
fluctuate as additional subscribers become subject to the U.S. Music Royalty Fee and based on the perfonnance of our Canadian affiliate.

Operating Erpenses

Revenue Shan and Royalties include distribution and content provider revenue share, advertising revenue share, residuals and broadcast
and web streaming royalties. Residuals are monthly fees paid based upon the number of subscribers using satellite radios purchased from
rctailcrs. Advertising rcvcnue sharc is recognized in revenue sharc and royalties in thc period in which thc advertising is broadcast.

~ 20l i vs. 2010: For the years ended December 31, 2011 and 2010, revenue share and royalties were $471,149 and $435,410,
respectively, an increase of 8%, or $35,739. For the year ended December 31, 2011, revenue share and royalties remained flat as a
percentage of total revenue. The increase in revenue share and royalties was primarily attributable to a 14% increase in our revenues
subject to royalty and/or rcvcnuc sharing arrangcmcnts and a 7% incrcam in thc statutory royalty rate for thc performance of sound
recordings, partially offset by a $ 18,974 increase in the benefit to earnings from the amortization of deferred credits on executory
contracts initially recognized in purchase price accounting associated with the Merger.

~ 20/0 vs. 2009: For the years ended December 31, 2010 and 2009, revenue share and royalties were $435,410 and $397,210,
respectively, an increase of 10%, or $38,200. For the year ended December 31, 2010, revenue share and royalties decreased as a
percentage of total revenue. The increase in revenue share was primarily attributable to a 12% increase in our revenues subject to
royalty and/or revenue sharing arrangements and an 8% increase in the statutory royalty rate for the performance of sound recordings,
partially offset by a decrease in the revenue sharing rate with an automaker and a $ 18,187 increase in the benefit to earnings from the
amortization of dcfcrrcd credits on cxccutory contracts initially rccognizcd in purchase price accounting associated with thc Merger.

We expect our revenue share and royalty costs to increase as our revenues grow and as a result of statutory increases in the toy alty rate
for the performance of sound recordings. Under the terms of the Copyright Royalty Board's decision, we paid royalties of 7.5% and 7.0% of
gross revenues, subject to certain exclusions, for the years ended December 31, 2011 and 2010, respectively, and will pay royalties of 8.0% for
2012. The deferred credits on executory contracts initially recognized in purchase price accounting associated with the Merger are ex~ted to
provide increasing benefits to revenue share and royalties tliiough the expiration of the acquired executory contracts, principally in 2012 and
~013.

Progiummi ng and Content includes costs to acquire, create, promote and produce content. We have entered into various agreements with
'rd parti'or music and non-music programming that icquirc us to pay liccnsc fees, purchase advertising on media propcrtics owned or

controlled by the licensor and pay other guaranteed amounts.

~ 20(/ vs. 20IO: For the years ended December 31, 2011 and 2010, programming and content expenses were $281,234 and
$305,914, respectively, a decrease of 8%, or $24,680 and decreased as a percentage of total revenue. The decrease was primarily due
to savings in content agreements and production costs, partially offset by increases in personnel costs and an $8,394 reduction in the
hntefit to earnings from purchase price accounting adjustinents associated with the Merger attributable to the amortization of the
deterred credit on acquired programming executory contracts.
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• 2010 \IS. 2009: For the years ended December 3 1,2010 and 2009, programm ing and content expenses were $305 .9 14 and
$308 ,121 , respectively , a decrease of I%, or $2,207 and decreased as a percentage of total reve nue. The decrease was primarily due to
savings in content agreements and production cos ts, partially offse t by inereases in personne l costs, general operating expenses and a
$14,503 reduction in the benefit to earnin gs from purchase pr ice accounting adjustments associated with the Merger attributable to .
amort ization of the deferred credit on aequired programming executory contracts.

Based on our current programming offerings, we expect our programming and content expenses to decrease as agreements expire and are
renewed or replaced on more cost effective terms. The impact of purchase price accounting adjustments assoc iated with the Merger attributable
to the amortization of the deferred credit on acquired programming executory contracts will continue to dec line, in absolut e amount and as a
percentage of reported programming and content cos ts, through 2013.

Customer Service and Billing includes costs associated with the operation and management of third party customer service cen ters , and
our subscriber management systems as well as billing and collection costs, tran saction fees and bad debt expense .

2011 vs, 2010: For the years ended December 31,2011 and 2010, customer service and hilling expenses were $259 .7 19 and
$241 ,680, respectively, an increase of 7%, or $18 ,03 9 and remained flat as a percentage of total revenu e. The increase was primari ly
attrihutahle to an 8% increase in daily weighted average subscribers which dro ve highc...call volum e, hilling and collection costs,
transaction fees , as well as increased handle time per call and personnel costs. Thi s increase was partially offset by lower agent rates,
fewer contacts per subscriber and lower general operating costs.

2010 vs. 2009 : For the years ended December 31, 2010 and 2009, customer service and hilling expenses were $241,680 and
$234,456, respectively, an increase or 3%, or $7 ,224 but dec reased as a percentage of total revenue. The incre ase was prim arily due to
higher call volume driven by an increase in average subscribers and more contacts per subscriber, partially offset by lower handle time
per call and lower agent co st as a result of moving call s to lower cost locations.

We expect our customer care and billing expenses to increase as our subscri ber base grows.

Satellite and Transmission con sists of cos ts associated with the operation and maintenance of our satell ites; satellite telemetry , tracking
and control systems; terrestrial repeater netw orks; satellite upl ink facilities ; broadcast studios ; and deli very of our Internet service.

2011 vs, 2010 : Forthe years ended December 31,201 1 and 20 10. satellite and transmission expe nses were $75,902 and $80.947 ,
respect ively, a decrease of 6%, or $S,045 and decreased as a percentage of total reve nue. The decrease was due to savings in repeater
expenses from network optimiza tion along with favorable lease renewal s, a reduction in satel lite in-orhi t insurance expe nse, and a
transition to more cost-effecti ve appro aches to satellite and broadcast operations.

2010 vs, 2009 : For the years ended December 31, 20 I0 and 2009, satelli te and transmission expenses were $80,947 and $84 ,033 ,
respectively , a decrease of 4%, or $3,086 and decreased as a percentage of total reve nue. The decrease was primaril y due to savings
repeater expenses , parti ally offse t by increased satellite insurance cos ts rel ated to our FYI-S satellite.

We expect overall satellite and transmission expenses to incre ase as a result of costs associ ated with our enhanced internet-based fea tures
and functi onal ity , while cost s associated with our in-orbit satellite fleet and terrestrial repeater network rema in rel atively flat.

Cost ofEquipment includes costs from the sale of satellite radios, components and accessorie s and provisions for inventory allowance
attributable to product s purchased for resale in our direct to consumer distribution channels.

• 2011 vs, 2010 : For the years ended Decembe... 31,2011 and 2010, cost of equipment was $33 ,095 and $35,281, respecti vely, a
decrease of 6% , or $2 ,186, and remained flat as a percentage of total revenue. The decrease was primarily due to lower volum e of
direct to consumer sales.
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~ 20J0 vs. 2009: For the years ended December 31, 2010 and 2009, programming and content expenses were $305,914 and
$308,121, respectively, a decrease of 1%, nr $2,207 and decreased as a percentage of total revenue. The decrease was primarily due to
savings in content agreements and production costs, partially offset by increases in personnel costs, general operating cxlxmses and a
$ 14,503 reduction in the benefit to earnings from purchase price accounting adjustments associated with the Merger attributablc to
amortization of the deferred credit on acquired programming executory contracts.

Based on our current programming offerings, we expect our programming and content expenses to decrease as agreements expire and are
renewed or replaced on more cost effective terms. The impact of purchase price accounting adjustments associated with the Merger attributable
io the amortization of the deferred credit on acquired programming executory contracts will continue to decline, in absolute amount and as a
pcrccntagc of reported programming and content costs, through 2013.

Castor»er Service andBilling includes costs associated with the operation and management of third party customer service centers, and
our subscriber management systems as well as billing and collection costs, transaction fees and bad debt expense.

~ 201 J vs. 2010: For the years ended December 31, 2011 and 2010, customer service and billing expenses were $259,719 and
$241,680, respectively, an increase of 7YO, or $ 18,039 and remained flat as a percentage of total revenue. The increase was primarily
attributablc to an 8% incrcasc in daily wcightcd avcragc subscribers which drove higher call volume, billing and collection costs,
transaction fees, as well as increased handle time per call and personnel costs. This increase was partially offset by lower agent rates,
fewer contacts per subscriber and lower general operating costs.

~ 20JO vs. 2009: For the years ended December 31, 2010 and 2009, customer service and billing expenses were $241,680 and
$234,456, respectively, an increase of 3%, or $7,224 but decreased as a percentage of total revenue. The increase was primarily due to
higher call volume driven by an increase in average subscribers and more contacts per subscriber, partially offset by lower handle time
per call and lower agent cost as a result of moving calls to lower cost locations.

We expect our customer care and billing expenses to increase as our subscriber base grows.

Satellite and y'runsmission consists of costs associated with the operation and maintenance of our satellites; satellite telemetry, tracking
and control systems; terrestrial repeater networks; satellite uplink facilities; broadcast studios; and delivery of our Internet service.

~ 20J J vs. 2010: For the years ended December 31, 2011 and 2010, satellite and transmission expenses were $75,902 and $80,947,
respectively, a decrease of 6%, or $5,045 and decreased as a percentage of total revenue. The do:rcase was due to savings in repeater
expenses from network optimization along with favorable lease renewals, a reduction in satellite inmrbit insurance expense, and a
transition to more costwffective approaches to satellite and broadcast operations.

~ 20JO vs. 2009: For the years ended December 31, 2010 and 2009, satellite and transmission expenses were $80,947 and $84,033,
respectively, a decrease of 4%, or $3,086 and decreased as a percentage of total revenue. The decrease was primarily due to saving..
repeater expen~, partially ofl'set by increased satellite insurance costs related to our FM-5 satellite.

Wc expect overall satcllitc and transmission cxpcnscs to incrcasc as a tusult of costs associated with our cnhanccd intcmct-based features
and functionality, while costs associated with our in~rbit satellite fleet and terrestrial repeater network remain relatively flat.

Cost ofEquipmerii includes cos1s from the sale of satellite radios, components and accessories and provisions for inventoty allowance
attributable to products purchased for resale in our direct to consumer distribution channels.

~ 20J 1 vs. 2010: I'or the years ended December 31, 2011 and 2010, cost ol'equipment was $33,095 and $35,281, respectively, a
decrease of 6%, or $2,186, and remained flat as a percentage of total revenue. The decrease was primarily due to lower volume of
direct to consumer sales.
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• 2010 vs. 2009 : For the years ended December 3 1, 20 10 and 2009, cost of equipment was $35 ,281 and $40,188 , respectively, a
decrease of 12%, or $4,907, and decreased as a percentage of total revenue . The decrease was primaril y due to lower inventory write
dO\\l1S, lower sales through distributors and reduced costs to produce aftermarket radios.

• We expect cost of equipmen t to vary with changes in sales , supply chain management, and inventory valuations.

Subscriber Acquisition Costs include hardware subsidies paid to radio manufacturers, distributors and automakers, including subsidies
paid to automakers who include a satellite radio and subscription to our service in the sale or lease price of a new vehic le; subsidies paid for
chip sets and certai n other components used in manufacturing radius; device royalties fur certain radius; commissions paid to retaile rs and
automakers as incentives to purchase, instal1 and activate satel1ite radios; product warranty obligations; freight ; and provisions for inventory
allow ances attributable to inventory consumed in our OEM and retail distributi on channels . The majority of subseriber acquisition costs arc
incurred and expensed in advance of, or concurrent with , acquiring a subscriber. Subscriber acquisition costs do not include advertising, loyalty
payments to distrib utors and dealers of satellite radios and revenue share payments to automakcrs and retailers of satellite radios .

• 2()11 YS. 2010 : For the years ended December 31, 20 I I and 20 I0, subscriber acquisition cos ts were $434 ,482 and $413 ,041 ,
respectively, an increase of 5%, or $21,441 , and decrea sed as a percentage of total revenue , The increase was primaril y a result of the
12% increase in gross subscriber addit ions and higher subsidies related to increased OEM installations occurring in advance of
acquiring the subscriber, partially offset hy improved OEM subsidy rates per vehicle and a $6,052 increase in the benefit to earning s
from the amortization of the deferred credit for acquired executory contracts recognized in purchase price accounting associated with
the Merger.

• 2010 Y S. 2009 : For the years ended December 31,2010 and 2009, su bscri ber acquisition costs were $413 ,041 and $340,506,
respectively, an increase of 21%, or $72,535, and increased as a percentage of total revenue. The increase was primaril y a result of the
25% increase in gross subscriber addit ions and higher subsidies related to increased OEM instal1ations occurring in advance of
acquiring the subscriber, partially offset by improved OEM subsidy rates per vehicle and an $18 ,275 increase in the benefit to earnings
from the amortization of the deferred credit for acquired executory contracts recognized in purchase price accounting associated with
the Merger.

We expect total subscriber acqui sition costs to fluctuate with increases or decre ases in OEM installations and changes in our !,'fOSS

subsc riber additions. Decl ines in contractual OEM subsidy rates and the cost of subsidized radio components will also impact total subscriber
acquisition costs. The impact of purch ase price accounting adjustments associa ted with the Merger attribut able to the amortization of the
deferred credit for acquired executory contracts will vary, in abso lute amount and as a percent age of reported subscriber acquisition costs,
through the expiration of the acquired contracts, primarily in 2013. We intend to continue to offer subsidies, commissions and other incentives
to acquire subscribers.

~ Sales andMarketing includes costs for advertising. media and production, including promotional events and sponsorships: cooperative
~rkcting; subscriber communications; customer retenti on and personnel. Cooperative marketing costs include fixed and variable payment s to

reimburse retailers and automnkers for the cost of advertising and other product awareness activities performed on our behalf.

• 20ll YS. 2010 : For the years ended December 31, 20 II and 2010, sales and market ing expense s were $222 ,773 and $215,454,
respectively, an increase of 3%, or $7,319, and decrea sed as a percentage of total revenue. The increase was primarily due to increased
subscriber communications and retention program s associated with a greater number of subscribers and promoti onal trials, partially
offset by reduct ions in consumer advertising and event marketing .

• 2010 YS. 2009 : For the years ended December 31, 20 I0 and 2009, sales and marketing expenses were $215,454 and $228 ,956,
respectively, a decrease of 6%, or $13,502, and decreased as a percentage of total
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~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, cost of equipment was $35,281 and $40,188, respectively, a
decrease of 12%, or $4,907, and decreased as a percentage of total revenue. The decrease was primarily due to lower inventory write-
downs, lower sales through distributors and reduced costs to produce aftermarket radios.

We expect cost of equipment to vary with changes in sales, supply chain management, and inventory valuations.

SubscriberAcquisition Costs include hardware subsidies paid to radio manufacturers, distributors and automakers, including subsidies
paid to automakers who include a satellite radio and subscription to our service in the sale or lease price of a new vehicle; subsidies paid for
«hip sets «nd certain other components used in manufacturing radios, device royalties for certain radios; commissions paid to retailers and
automakers as incentives to purchase, install and activate satellite radios; product warranty obligations; freight; and provisions for inventory
allowances attributable to inventory consumed in our OEM and retail distribution channels. The majority of subscriber acquisition costs are
incurred and expensed in advance of, or concurrent with, acquiring a subscriber. Subscriber acquisition costs do not include advertising, loyalty
payments to distributors and dcalcrs of satcllitc radios and rcvcnuc sharc payments to automakcrs and rctailcrs of satcllitc radios.

~ 201/ vs. 2010: For the years ended December 31, 2011 and 2010, subscriber acquisition costs were $434,482 and $413,041,
rcspcctivcly, an incrcasc of 5%, or $21,441, and dccrcascd as a pcrccntagc of total rcvcnuc. Thc incrcasc was primarily a result of thc
12% increase in gross subscriber additions and higher subsidies related to increased OEM installations occurring in advance of
acquiring the subscriber, partially offset by improved OFM subsidy rates per vehicle and a $6,052 increase in the benefit to earnings
from the amortization of the deferred credit for acquired executory contracts recognized in purchase price accounting associated with
the Merger.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, subscriber acquisition costs werc $413,041 and $340,506,
respectively, an increase of 21%, or $72,535, and increased as a percentage of total revenue. The increase was primarily a result of the
25% increase in gross subscriber additions and higher subsidies related to increased OEM installations occurring in advance of
acquiring the subscriber, partially offset by improved OEM subsidy rates per vehicle and an $ 18/75 increase in the benefit to earnings
from the amortization of the deferred credit for acquired executory contracts recognized in purchase price accounting associated with
thc Mcrgcr.

We expect total subscriber acquisition costs to fluctuate with increases or decreases in OEM installations and changes in our gross
subscriber additions. Declines in contractual OEM subsidy rates and the cost of subsidized radio components will also impact total subscriber
acquisition costs. The impact of purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit for acquired executory contracts will vary, in absolute amount and as a percentage of reported subscriber acquisition costs,
through the expiration of the acquired contracts, primarily in 2013. We intend to continue to offer subsidies, commissions and other incentives
to acquire subscribers.

Sa/es and.hfar4 ring includes costs for advertising, media and production, including promotional events and sponsorships; coopemtive
arkcting, subscriber communications; customer rctcntion and pcrsonncl. Coopcrativc marketing costs include fixed and variable payments to

reimburse retailers and autornakers for the cost of advertising and other product awareness activities performed on our behalf.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, sales and marketing expenses were $222,773 and $215,454,
respectively, an increase of 3%, or $7,319, and decreased as a percentage of total revenue. The increase was primarily due to increased
subscriber communications and retention programs associated with a greater number of subscribers and promotional trials, partially
offset by reductions in consumer advertising and event marketing.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, sales and marketing expenses tvere $215,454 and $228,956,
respectively, a decrease of 6%, or $ 13,502, and decreased as a percentage of total
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revenue . The decrease was primaril y due to reducti ons in consumer advertising, event marketing and third party distribution support
expenses, partially offset by additional cooperative marketing and personnel costs.

Sales and marketing expenses will fluctu ate on a quarterly basis as we launch seasonal advertising and promotional initia tives to altrac.
new subscribe.rs in existin g and new distributi on channels, and launch and expand program s to retain our existing subscribers und win-back
former subscribers .

Engineering, Design and Development includes costs to devel op chip sets and new products. research and development for broadcast
inform ation systems and costs associated with the incorporation of our rad ios into vehicles man ufactured by automukers.

• 2011 vs. 2010 : For the years ended December 31,201 1 and 2010, engineering, design and development expenses were $53,435 and
$45,390, respect ively, an increase of 18%, or $8,045, and remain ed flat as a percen tage of total revenue. The increase was primarily
due to higher product devel opment costs and costs related to enhanced subscriber features and functionality, partially offset by lower
share-based payment expenses.

• 2010 V5 . 2009 : For the years ended December 31,2010 and 2009, engineering, design and developm ent expenses were $45,390 and
$41,031 , respectively, an increase of II %, or $4,359, and remained flat as a percentage of total revenue. The increa se was primarily
due to higher personnel, overhead and aftermarket product development costs.

We expect engineering, design and development expen ses to increase in future period s as we devel op our next generati on chip sets and
products.

General and Administrative includes execut ive management, rent and occupancy, finance, legal, human resources, inform at ion
technology, insurance and investor relations costs.

• 2011 vs. 2010 : For the years ended December 3 1, 20 11 and 20 10, general and administrati ve expenses were $238,738 and
$240.970, respectively, a decrease of 1%, or $2 ,232, and decreased as a percentage of total revenue. The decrease was primarily due to
lower share-based payment expense, as wcll as lower general operating expenses, including rent , insurance and information
technology costs.

• 2010 vs. 2009 : For the years ended December 31,2010 and 2009, general and adm inistrative expenses were $240,970 and
$227,554, respectiv ely, an increase of 6%, or $13,416, and decreased as a percentage of total revenue. The increase was primarily due
to increased personnel and legal costs, partially offset by lower share-based payment expense .

We expect our general and administra tive expenses to increase in future periods primarily as a result of enhanced information technol
and personnel costs to support the growth of our business.

Depreciation and Amortization represents thc systematic recognition in earnings of the acquisition cost of assets used in operations,
including our satelIite constellati ons, propert y, equipment and intangibl e assets, over their estimated service lives.

• 201 I vs. 2010: For the years ended December 31, 20 II and 20 I0, depreciation and amort ization expense was $267,S80 and
$273,691, respectively, a decrea se of 2%, or $5,g II , and decreased as a percentage of total revenue, The decrease was primarily due to
II reduct ion in the amort ization of subscriber rela tionships, part ially offset by depreciation recognized on additional assets placed in
service .

• 2010 V5. 2009: For the years ended December 31,2010 and 2009, deprecia tion lind amort ization expen~ was $273,69 1 and
$309,450, respectively, a decrease of 12%, or $35,759, and decreased as a
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revenue. The decrease was primarily due to reductions in consumer advertising, event marketing and third party distribution support
expenses, partially offset by additional cooperative marketing and personnel costs.

Sales and marketing expenses will fluctuate on a quarterly basis as we launch seasonal advertising and promotional initiatives to
new subscribers in existing and new distribution channels, and launch and expand programs to retain our existing subscribers and win-back
former subscribers

Engineering, Design and Development includes costs to develop chip sets and new products, research and development for broadcast
iiifomiation systems and costs associated with the inixirpuration ofour radios into vehicles manul'actured by automakers.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, engineering, design and development expenses were $53,435 and
$45,390, respectively, an increase of 18%, or $8,045, and temained flat as a percentage of total revenue. The increase was primarily
due to higher product development costs and costs related to enhanced subscriber features and functionality, partially offset by lower
sham-based payment expenses.

~ 2010 vs. 2009: For thc years ended Dcccmbcr 31, 2010 and 2009, cnginccring, design and dcvclopmcnt cxpcnscs werc $45,390 and
$41,031, respectively, an increase of 11%, or $4,359, and remained flat as a petuentage of total revenue. The increase was primarily
due to higher personnel, overhead and aftermarket product development costs.

We expect engineering, design and development expenses to increase in future periods as we develop our next generation chip sets and
products.

General andAdministmii iv includes executive management, rent and occupancy, finance, legal, human resources, iiiformation
technology, insurance and investor relations costs.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, general and administrative exposes were $238,738 and
$240,970, respectively, a decrease of 1%, or $2332, and decreased as a percentage of total revenue. The decrease was primari)y due to
lower sharc-based payment cxpcnsc, as well as lower gcncral operating cxpcnscs, including rent, insurance and information
technology costs.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, general and admini itive expenses were $240,970 and
$227,554, respectively, an increase of 6%, or $ 13,416, and decreased as a percentage of total revenue. The increase ivas primarily due
to increased personnel and legal costs, partially offset by lower share-based payment expense.

We expect our general and administrative expenses to increase in future periods primarily as a result of enhanced information technok
and personnel costs to support the growth of our business.

Depn.ciaiion a&~dAmortization rcprcscnts thc systematic recognition in earnings of thc acquisition cost of assets used in operations,
including our satellite constellations, property, equipment and intangible assets, over their estimated advice lives.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, depreciation and amortization expense was $267,880 and
$273,691, respectively, a decrease of 2%, or $5,811, and decreased as a percentage of total revenue. 'I'he decrease was primarily due to
a reduction in the amortization of subscriber relationships, partially oQ'set by depreciation recognized on additional assets placed in
service.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, depreciation and amortization expen~ was $273,691 and
$309,450, respectively, a decrease of 12%, or $35,759, and dccrcascd as a
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percentage of total revenue. The decrease was primarily due to a $38 ,136 reduction in the depreciation of acquired satellite
con stellation and amort ization of subscriber relationships, partially offset by depreciation recogni zed on additional assets placed in
serv ice.

•
We expect depreciation ex~n~es to inc~ease in.future periods as we ~o,?plete const~ctio~ and launch o~r FM~6 s~tellite~ which will be

h ially offset by reduced amortization associ ated WI th the stepped-up basis in asset s acquired in the Merger (including intangible asse ts,
satelli tes, pro perty and equipment) through the end of their estimated service lives, principally throu gh 2017 .

Restru cturing, Impa irments and Related Costs represents cha rges related to the re-organization of our staff and restructuring of contracts,
as well as charges related to the impairment of asse ts when those costs are deemed to provide no future benefit.

2011 vs. 2010: In 20 II . we did not record any restructuring, impairments, and related costs . For the ye ar ended December 3 I, 2010,
restructuring, impairments and rel ated costs were $63 ,800 prim arily due to the impairment of our FM-4 satellite as a result of the
launch of XM -5 in 2010, and contract terminations.

2010 vs. 2009: For the years ended December 3 1, 20 I 0 and 2009 , restructuring, impairments and related costs were $63,800 and
$32,807 , respect ively, an increase of 94%, or $30,993. The increase was primarily due to the impairment of our FM-4 satellite as a
result of the launch of XM-5 in 2010, and contract termination cost s in the year ended December 31, 2010 compared to losses incurred
on cap ital ized installm ent payments which were expected to provide no future benefit due to the counterparty ' s bankruptcy filing in
the year ended December 3 1,2009.

Other Income (Expense)

Interest Expe nse, Ne t ofAmounts Capitalized, includes interest on out standing debt , reduced by interest capitalized in connection with the
construction of our satellites and related launch vehicles.

• 2011 vs. 2010 : For the years ended December 31, 20 II and 20 I0, interest expense was $304,938 and $295 ,643. respectively, an
incre ase of 3%, or $9,295. The increase was primarily due to lower capitalized interest relat ed to the construction of our satellites and
related launch vehicles, partially offset by the mix of outstand ing debt with lower interest rates.

• 2010 vs. 2009 : For the years ended December 31, 2010 and 2009, interest expense was $295,643 and $315,668 , respectively, a
decrease of 6% , or $20.025. The decrease was primarily due to decreases in the weighted average interest rate on our outstanding debt
in the yea r ended Decem ber 31, 20 I0 comp ared to the year ended December 31, 2009 and the redemption of XM 's 10% Senior PIK
. ecured Notes due 20 11 on June I , 2010 .

•

Following the launch of our FM-6 satellite, which is anticipa ted during the first half of 2012 , the capitalizati on of interest expense related
he construction of our satellites and related launch vehicles will be elimina ted . As a res ult, we expect interest expense to increas e, offse t

rtially as our out standing deht declines due to retirements at maturity, rede mpt ions and repurchases,

Loss on Extinguishment ofDe bt and Credit Facilities, Net, includes losses incurred as a result of the conversion and retirement of cert ain
debt.

• 20ll vs. 2010 : Forthe years ended December 31, 2011 and 20 10, loss on extinguishment of debt and credit facilities, net , was
$7,206 and $120,120, respectively, a decrea se of 94% , or $112 ,914 . During the year ended December 31, 2011 , the loss was incurred
on the repayment of our 11.25% Senior Secured Note s due 2013 and our 3.25% Convertible Notes due 20 11. During the year ended
December 31, 2010,
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percentage of total revenue. The decrease was primarily due to a $38,136 reduction in the depreciation of acquired satellite
constellation and amortization ol'ubscriber relationships, partially offset by depreciation recognized on additional assets placed in-
sefvlce.

We expect depreciation expenses to increase in future periods as we complete construction and launch our FM-6 satellite, which will be
'ally offset by reduced amortization amociatcd with thc sti~-up basis in assets acquired in thc Mcrgcr (including intangible assets,

satellites, property and equipment) through the end of their estimated service lives, principally through 2017.

Restracntri ng, Impainnents andRelated Costs represents charges related to the re-organization ol'ur stalT «nd restructuring ol'ontracts,
as well as charges related to the impairment of assets when those costs are deemed to provide no future benefit.

~ 2011 vs. 2010: In 2011, we did not record any restructuring, impairments, and related costs. For the year ended December 31. 2010,
restructuring, impairments and related costs were $63,800 primarily due to the impairment of our FM-4 satellite as a result of the
launch of XM-5 in 2010, and contract terminations.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, restructuring, impairments and related costs were $63,800 and
$32,807, reqmctively, an increase of 94%, or $30,993. The increase was primarily due to the impairment of our FM-4 satellite as a
result of the launch of XM-5 in 2010, and contract termination costs in the year ended December 31, 2010 compared to losses incmred
on capitalized instalhnent payments which were expected to provide no future benefit due to the countetparty's bankruptcy filing in
the year ended December 31, 2009.

Other Ineonte (expense)

Interest Expense, .Yet ofhntounts Capitalized, includes interest on outstanding debt, reduced by interest capitalized in connection with the
construction of our satellites and related launch vehicles.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, interest expense was $304,938 and $295,643, respectively, an
increase of 3%, or $9,295. The increase was primarily due to lower capitalized interest related to the construction of our satellites and
related launch vehicles, partially offset by thc mix of outstanding debt with lower interest rates.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, interest expense was $295,643 and $315,668, respectively, a
decrease of 6%, or $20,025. The decrease was primarily due to decreases in the weighted average interest rate on our outstanding debt
in the year ended December 31, 2010 compared to the year ended December 31, 2009 and the redemption of XM's 10% Senior PIK
Secured Notes due 2011 on June 1, 2010.

Following the launch of our FM4 satellite, which is anticipated during the first half of 2012, the capitalization of interest expense related
construction oi our satellites and related launch vehicles will be eliminated. As a result, we expect interest expense to increase, offset

rtially as our outstanding debt dcclincs duc to rctircmcnts at maturity, rcdcmptions and rcpurchascs.

Loss on Erti nguishment ofDebt and Credit Facilities, ¹t, includes losses incmred as a result of the conversion and retirement of certain
debt.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, loss on extinguishment of debt and credit facilities, net, was
$7,206 and $ 120,120, respectively, a decrease of 94%, or $112,914. During the year ended December 31, 2011, the loss was incurred
on the repayment ofour 11.25% Senior Secured Notes due 2013 and our 3.25% Convertible Notes due 201 l. During the year ended
December 31, 2010,
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the loss was incurred on the repayment of our Senior Secured Term Loan due 20 12 and 9.625% Senior Notes due 20 13 and XM 's 10%
'enior PIK Secured No tes due 20 II and 9.75% Senior Notes due 20 14, as well as the partial repayment of XM 's 11.25% Senior

Secured Note s due 20 13 and our 3.25% Convertible Notes due 20 II.

• 2010 vs. 2009 : For the years ended December 31,20 10 and 2009 , loss on extinguishment of debt and cred it facili ties , net , was
$120,120 and $267 ,646, respectively, a decrease of 55%, or $147,526. During the ye ar ended December 3 1, 20 10, the loss was
incurred on the repa yment of our Senior ecured Term Loan due 20 12 and 9.625% Senior Notes due 2013 and XM 's 10% Senior PIK
Secured Notes due 2011 and 9.75% Senior Notes due 20 14, as well as the partial repayment of XM 's 11.25% Senior Secured Notes
due 2013 and our 3.25% Convertible Notes due 2011 . During the year ended December 3 1, 2009 , the loss was incurred on the
retirement of our 2.5% Convertible Notes due 2009, the extinguishment of our Tcrm Loan and Purchase Money Loan with Liberty
Medi a, the repayment of the XM 's Amended and Restated Credit Agreement due 20 II , the partial repayment of XM 's 10%
Convert ible Senior Notes due 2009 and the terminat ion of XM 's Second Lien Cred it Agreement.

interest and Investm ent Income (Loss) ineludes realized gains and losses, div idend s, interest incom e, our share of Sirius Canada ' s and
XM Canada's pre-merger net losses, our share of the income (loss) of Sirius XM Canada and gains rel ated to the Canada Merger.

• 2011 vs. 2010 : For the years ended December 3 1, 20 II and 20 I0, interest and inves tment income (loss) was $73,970 and ($5,375),
respectively, an increase of $79,345 . The increase was attributable to a net gain realized as a result of the Canada Merger. This
transaction resulted in the recognition of a $75 ,768 gain recorded in interest and investment income. The gain was partially offset by
our share of net losse s at our Canadian affiliate.

• 20/0 vs. 2009 : For the years ended December 31, 20 I0 and 2009, interest and inve stment (loss) income was ($5,375) and $5,576,
respectively , a decrease of 196%, or $10,951 . The decrease in income was primarily atlrihutahle to higher net losses at XM Canada
and Sirius Canada and a decrease in payments received from Sirius Canada in excess of the carrying value of our investments, partially
offset by the gain on sale of auction rate secu rities during the year ended December 3 1, 20 10. In addition, we reco rded an impairment
charge on our investment in XM Canada during the year ended December 3 1,2009.

In com e Taxes

Income Tax Expense primarily represents the deferred lax liabili ty related to the difference in accounting for our FCC licenses, which are
amortized over 15 years for tax purposes but not amortized for book purposes in accordance with OMP, fore ign withholding taxes un ro ally
incom e and the state tax impact of the suspension of net operating loss ("NOL") use in Californi a and Illinois.

• 2011 vs. 2010 : For the years ended December 31, 20 II and 20 I0, income tax expense was 14,234 and $4,620, respectively, an
increase of 208%. or $9,614 , primarily due to an increase in the applicable state effective tax rate, foreign withho lding taxes on roya lty
income and the state tax impact of the suspension of NOL use in Cali fornia and Illinois. •

• 2010 vs. 2009 : For the years ended December 31,2010 and 2009, income tax expense was $4,620 and $5,981 , respectively, a
decrease of 23%, or $1 ,36 1, primari ly as a result of a decrease in the applicab le sta te effec tive tax rate and foreign withholding taxes
on royalty income.

In assessing the recoverability uf our deferred lax assets, management regularl y consider s \I hethcr some portiun or all uf the deferred lax
assets will not he realized based on the recogn ition thre shold and measurement of tax positions in acco rdance with the Income Tax Topic of the
FAS B Accounting Standards Codificat ion (the "Income Taxes Topic "). The ultim ate realizati on of deferred tax assets is dependent upon the
generation of future
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the loss was incurred on the repayment of our Senior Secured Term Loan due 2012 and 9.625% Senior Notes due 2013 and XM's 10%
Senior PIK Secured Notes due 2011 and 9.75% Senior Notes due 2014, as well as the partial repayment of XM's 11.25% Senior
Secured Notes due 2013 and our 3.25% Convertible Notes due 2011.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, loss on extinguishment of debt and credit facilities, nct, was
$ 120,120 and $267,646, respectively, a decrease of 55%, or $ 147+26. During the year ended December 31, 2010, the loss was
incurred on the repayment of our Senior Secured Term Loan due 2012 and 9.625% Senior Notes due 2013 and XM s 10% Senior PIK
Secured Notes due 2011 and 9.75% Senior Notes due 2014, as well as the partial repayment of XM's 11.25% Senior Secured Notes
due 2013 and our 3.25% Convertible Notes due 2011. During the year ended December 31, 2009, the loss was incurred on the
retirement of our 2.5% Convertible Notes due 2009, the extinguishment of our Term Loan and Purchase Money Loan with Liberty
Media, the repayment of the XM's Amended and Restated Credit Agreement due 2011, the partial repayment of XM's 10%
Convertible Senior Notes due 2009 and the termination of XM's Second Lien Credit Agreement.

Interest and Investment Income (Loss) includes realized gains and losses, dividends, interest income, ow share of Sirius Canada's and
XM Canada's pre-merger net losses, our share of the income (loss) of Sirius XM Canada and gains related to the Canada Merger.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, interest and investment income (loss) was $73,970 and ($5,375),
rcspcctivcly, an incrcasc of $79,345. Thc increase was attributahlc to a nct gain rcalizcd as a result of thc Canada Mcrgcr. This
transaction resulted in the recognition of a $75,768 gain recorded in interest and investment income. The gain was partially offset by
our share of net losses at our Canadian affiliate.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, interest and investment (loss) income was ($5,375) and $5,576,
rcspcctivcly, a dccrcasc of 196%, or $ 10,951. Thc dccrcasc in income was primarily attrihutablc to higher nct losses at XM Canada
and Sirius Canada and a decrease in payments received from Sirius Canada in excess of the carrying value of our investmcnts, partially
offset by the gain on sale of auction rate securities during the year ended December 31, 2010. In addition, we recorded an impairment
charge on our investment in XM Canada during the year ended December 31, 2009.

Income Tares

Income Tar I'rpense primarily represents the deferred tax liability related to the ditTerence in accounting for our FCC licenses, which are
amortized over 15 years for tax purposes but not amortized for book purpo~ in accordance with GAAP, foreign withholding taxes on royalty
income and the state tax impact of the suspension of net operating loss ("NOL") use in California and Illinois.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, income tax expense vvas $ 14,234 and $4,620, respectively, an
incrcasc of 208%, or $9,614, primarily duc to an incrcasc in thc applicable state cffcctivc tax rate, foreign withholding taxes on royalty
income and the state tax impact of the suspension of NOL use in California and Illinois.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, income tax expense was $4,620 and $5,981, respectively, a
decrease of 23%, or $ 1,361, primarily as a result of a decrease in the applicable state effective tax rate and foreign withholding taxes
on royalty income.

In assessing the recoverability of our dclerred tax assets, management regularly considers whether some portion or all of the deferred tax
assets will not bc rcalizcd based on thc recognition threshold and mcasurcmcnt of tax positions &n accordance with thc Income Tax Topic of thc
FASB Accounting Standards Codification (the "Income Taxes Topic"). The ultimate realization of deferred tax assets is dependent upon the
generation of future
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taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled reversa l of
deferred tax assets and liabilities, projected taxable income and tax planning strategies in making this assessment. Management 's evaluation of
the realizability of deferred tax assets considers both positive and negative evidence. The weight given to the potential effects of positive and

tive evidence is based on the exten t to which it can be objectivel y verified. Our conclusion with regard to maintaining or releasi ng the
ation allowance gives conside ration to a variety offactors including but not limited to : (a) our ability to utilize net operating losses within

e carryforward period, (b) a three-year cumulative pre-tax income, (c) current period taxable income and (d) the expectation of future
earnings . After weighting this evidence, management will concl ude whether it is more likely Ihan nol that our deferred lax assets will be
realized .

We have maintai ned a deferred tax valuation allowance against our deferred tax assets through Decemb er 3 1, 20 I I. In 2010 . we had our
first year of pre-tax earnings, but continued to generate taxable losses. For the year ended December 3 1, 20 II , we have continued to report
positive earnings and have genera ted taxab le income. If such earnings trends continue, we may realize the benefits of all or a significant portion
of our net deferred lax assets in 2012 through a reduction in our deferred tax valuation allowance. This would result in an income tax benefi t
that would be reflected in net ineomc. As of December 31,2011 , we had approximately $3.4 billion of valuation allowances estab lished against
the deferred tax assets,
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taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled reversal of
deferred tax assets and liabilities, projected taxable income and tax planning strategies in making this assessment. Management's evaluation of
the realizability of deferred tax assets considers both positive and negative evidence. The weight given to the potential effects of positive and

ve evidence is based on the extent to which it can be objectively verified. Our conclusion with regard to maintaining or releasing the
tion allowance gives consideration to a variety of factors including but not limited to: (a) our ability to utilize net operating losses within

carr)Vonvard period, (b) a three-& ear cumulative pre-tax income, (c) current period taxable income and (d) the expectation of future
earnings. After weighting this evidence, management will conclude whether it is more likely than not that our deferred tax assets will be
realized.

We have maintained a deferred tax valuation allowance against our deferred tax assets through December 31, 2011. In 2010, we had our
first year of pre-tax earnings, but continued to generate taxable losses. For the year ended December 31, 2011, we have continued to report
positive earnings and have generated taxable income. If such earnings trends continue, we may realize the benefits of all or a significant portion
of our net deferred tax assets in 2012 through a reduction in our deferred tax valuation allowance. This ivould result in an income tax benefit
that would be reflected in net income. As of December 31, 2011, ive had approximately $3.4 billion of valuation allowances established against
thc deferred tax assets.
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Subscriber Data

The following table contains actual subscriber data for the years ended December 31,2011 , 2010 and 2009, respec tively.

2011
For the Yean Ended December 31,

2010 2009 •Beginning subscribers
Gross subscriber additi ons
Deactivated subscribers
Net additions
Ending subscribers

Self-pay
Paid promotional

Ending subscribers

elf-pay
Paid promotional

Net additions

Daily weighted average number of subscribers

Average self-pay monthly churn

New vehicle consumer conversion rate

20,190,964
8,696,020

(6,994, 160)
1,701,860

21,R92,R24

17,908 ,742
3,984,082

2 1,892,824

1,221 ,943
479 ,917

1,701,860

20,903,908

1.9"10

45%

18,772,758
7,768,827

(6,350,62 1)
1,418 ,206

20,190,964

16,686,799
3,504,165

20, 190,964

982,867
435,33 9

1,418,206

19,385,055

1.9%

46%

19,003,856
6,208,482

(6,439,58O)
(23 1,098)

IR,772,75R

15,703,932
3,068.826

18,772) 58

154,275
(385,373)
(23 1,098)

18,529,696

2.0%

45%

Note : See page s 45 through 51 for a glossary of terms.

Subscribers. At December 31, 2011 , we had 2 1,892,824 subscribers, an increase of 1,701,860 subscribers, or 8%, from the 20,190,964
subscribers as of December 31, 20 10.

o 2011 vs. 2010 : For the years ended December 31,2011 and 2010, net additions were 1,70 1,860 and 1,418,206, respec tively, an
increase in net addit ions of 20010, or 283,654 . The improvement is due to the 12% increase in gross subscriber additions, primarily
resulting from an increa se in U.S. light vehicle sales, new vehicle penetrat ion, and returning subscriber activations inclusive of
previously owned car acquisitions. This increase in gross additions was partially offset by the 10% increase in deactivations, which
was primarily due to an increase in paid promotional trial volumes along with growth in our subscriber base.

o 2010 vs. 2009 : For the years ended December 31, 2010 and 2009, net additions were 1,418 ,206 and (231,098), respective lj ' an
increase in net additions of 1,649,304. The improvement was due to the 25% increase in gross subscriber additions, primarily resulti
from an increase in U.S. light vehicle sales, new vehicle penetration and returning subscriber activations.

Average Self-pay Mo nthly Churn is derived by dividing the monthly average of self-pay deacti vations for the quarter by the average self
pay subscriber balance for the quarter. (See accompanying glossary on page s 45 through 51 for more details.}

o 2011 vs. 2010 : Forthe years ended December 31,2011 and 2010, our average self-pay monthly chum rate was 1.9"10. The
consistent chum rate exhibit s stability in the continued demand for and satisfaction with our service from existing subscribers.

o 2010 vs. 2009 : For the years ended December 31,2010 and 2009, our average self-pay monthly chum rate was 1.9"/0 and 2.0%,
respectively. The decrease was due to an improving econom y, the success of retention and win-back programs and reductions in non
pay cancellation rates .
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Subscriber Data

The following table contains actual subscriber data for the years ended December 31, 2011, 2010 and 2009, respectively.

Beginning subscribers
Gross subscriber additions
Deactivated subscribers
Net additions
Fnding subscribers

Self-pay
L Paid promotional~
Ending subscribers

~ Self-pay
Paid promotional

Net additions

Daily weighted average number of subscribers

Average self-pay monthly chum
New vehicle consumer conversion rate

Unaodited
For the Yeere Ended Decem

2011 2010

20 190 964 'll 18,772,758
8,696,020 7,768,827

~6994 160 ~6350 621
I 701 860 I 418 206

21,892,824 20,190,964

17,908,742 16,686,799
3,984,082 "~ 3504165

21 892,824 20,190,964

1 +21,943 ~ 982,867,;I
479,917 435 339

1701860 ~, 14111206

20 903 9011 19 385 055
1.9'/ + 1.9'/

45% 46

ber 31
2009

l9,003,856
6,208,482

~6439 580

~231 098
18,772,758

15,703,932
E 3,068 826

18,772,758

~ 154,275 .'ll

~385 373

~231 098

18 529 696

2. 0%

45%

Note: See pages 45 through 51 for a glossary of terms.

Subscribers. At December 31, 2011, we had 21,892,824 subscribers, an increase of 1,701,860 subscribers, or 8%, from the 20,190,964
subscribers as of December 31, 2010.

~ 20I 1 vs. 2010: For the years ended December 31, 2011 and 2010, net additions were 1,701,860 and 1,418,206, respectively, an
increase in net additions of 20'/o, or 283,654. The improvement is due to the 12% increase in gross subscriber additions, primarily
resulting from an increase in U.S. light vehicle sales, new vehicle penetration, and returning subscriber activations inclusive of
previously owned car acquisitions. This increase in gross additions was partially offset by the 100/o increase in deactivations, which
was primarily due to an increase in paid promotional trial volumes along with growth in our subscriber base.

~ 20IO vs. 2009: For the years ended December 31, 2010 and 2009, net additions were 1,418,206 and (231,098), respectively, an
increase in net additions of 1,649,304. The improvement was due to the 25% increase in gross subscriber additions, primarilyresult'rom

an increase in U.S. light vchiclc sales, ncw vchiclc penetration and rctuxning subscribe activations.

Average SeljpayMonthly Churn is derived by dividing the monthly average of sell-pay deactivations for the quarter by the average self-
pay subscriber balance for the quarter. (See accompanying glossary on pages 45 through 51 for more details.)

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, our average self-pay monthly churn rate was 1.9'/o. The
consistent churn rate exhibits stability in the continued demand for and satisfaction with our service from existing subscribers.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, our average self-pay monthly chum rate was 1.90/o and 2.(y/0,
respectively. The decrease was due to an improving economy, the success of retention and win-back programs and reductions in non-
pay cancellation rates.
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New Vehicle Consumer Convers ion Rate is the percentage of owners and lessees of new vehicles that receive our service and convert to
become self-paying subscribers after an initial promotional period. The metric excludes rental and fleet vehicles. (See accompanying glossary
on pages 45 through 51 for more details).

•
• 2011 vs. 2010 : For the years ended December 31,2011 and 2010 , the new vehicle consumer conversion rate was 45% and 46% ,

respectively. The decrease was primarily due to the changing mix of sales among OEMs and operational issues impacting the timing of
the receipt of customer inform ation and prompt marketing communications with buyers and lessees of vehicles.

• 2010 vs. 2009 : For the years ended December 31,2010 and 2009, the new vehicle consumer conversion rate was 46% and 45%,
respectively. The increase was primarily due to improved marketing to promotional period subscribers and an improving economy.

The discussion of operating result s below excludes the effect s of stock-based compensation and purch ase price accoun ting adjustments
associated with the Merger. Financial measures and metrics previously reported as "pro forma " have been renamed " adj usted."

Adjusted Results of Operations

In this section, we present certain financial performance mea sures that are not calculated and presented in accordance with generally
accepted accounting principles in the United States of America ("Non-GAAP") . These Non-GAAP financial measures include: average
monthl y revenue pcr subscriber, or ARPU ; subscriber acquisition cost , or SAC, pcr gross suhscriher addition; customer service and hilling
expenses, per average subscriber; free cash flow ; adjusted total revenue; and adjusted EBITDA. These measures exclude the impact of certain
purchase price accounting adjustments. We usc these Non-GAAP financial measures to manage our bus iness , set operational goal s and as a
basis for determining perfonnanee-based compensation for our employees.

The purchase price accounting adjustments include the elimination of the earnings benefit of deferred revenue associated with our
investment in Sirius XM Canada, the recognition of subscriber revenues not recognized in purchase price accounting and the elimination of the
earnings benefit of deferred credits on executory contracts, which arc prim arily attrihutahle to third party arrangements with an OEM and
programming providers.

Our adjusted ERITDA also reallocates share-bas ed payment expense from functi onal operating expense line items to a separate line
within operating expenses. We believe the exclusion of share-based payment expense from functional operating expenses is useful given the
significant variation in expense that can result lim n changes in the fair value as determined by the Black-Scholes-Merton model which varie s
based on assumptions used for the expected life , expect ed stock price volatility and risk-free interest rates; the effect of which is unrel ated to
the operational conditions that give li se to variations in the comp onent s of our operating cos ts.

Free cash now is a metri c that our management and Board of Directors use to evaluate the cash generat ed hy our operations, net of capital
enditures and other investment act ivity. In a cap ital intens ive business, with significant hist orical and current investments in satellites, we
k at our operating cash now, net of these investing cash outflows, to determ ine cash available for future subscriber acqu isition and capital

expenditures, to repurchase or ret ire debt , to acquire other companies and to evaluate our ability to return cap ital to stockho lders. We bel ieve
free cash flow is an indicator of the long-term financial stability of our business. Free cash flow, which is reconciled to "Net cash provided by
(used in) operating activ ities" , is II non- GAAP financial measure, This measure can be calculated by deducting amounts under the captions
"Additions to property and equipment " and deducting or adding "Restricted and other investment activity" from " Net cash provided by (used
in) operating activi ties" from the consolidated statements of cash flows. Free cash flow should hc used in conjunction with other GAAP
financial performance measures and may not be comparable to free cash flow measures presented by other companies. Free cash flow shou ld
be viewed as a supplemental measure rather than
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¹ii Vehicle Consumer Conversion Rale is the percentage of owners and lessees of new vehicles that receive our service and convert to
become self-paying subscribers after an initial promotional period. The metric excludes rental and fleet vehicles. (See accompanying glossary
on pages 45 through 51 for more details).

~ 20ii vs. 20J0: For the years ended December 31, 2011 and 2010, the new vehicle consumer conversion rate was 45% and 46%,
respectively. The decrease was primarily due to the changing mix of sales among OEMs and operational issues impacting the timing of
the receipt of customer inforination and prompt marketing conununications with buyers and lessees of vehicles.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, the new vehicle consumer conversion rate was 46% and 45%,
respectively. The increase was primarily due to improved marketing to promotional period subscribers and an improving economy.

The discussion of operating results below excludes the effects of stock-based compensation and purchase price accounting adjustments
associated with the Merger. Financial measures and metrics previously reported as "pro forma" have been renamed "adjusted."

Adjusted Results of Operations

In this section, we present certain financial performance measures that are not calculated and presented in accordance with generally
accepted accounting principles in the United States of America ("Non-GAAP"). These Non-GAAP financial measures include: average
monthly rcvcnuc pcr subscribe, or ARPlJ; subscriber acquisition cost, or SAC, pcr gross subscribe addition; customer scrvicc and billing
expenses, per average subscrib«r; free cash flow; adjusted total revenue; and adjusted EBITDA. These measures exclude the impact of certain
purchase price accounting adjustments. We use these Non-GAAP financial measures to manage our business, set operational goals and as a
basis for determining performance-based compensation for our employees.

The purchase price accounting adjustments include thc elimination of the earnings benefit of deferred revenue associated with our
investment in Sirius XM Canada, the recognition of subscriber revenues not recognized in purchase price accounting and the elimination of the
earnings bcncfit of dcfcrrcd crcdiLs on cxccutory contracts, which arc primarily attributahlc to third party arrangcmcnts with an OFM and
programming providers.

Our adjusted FRITDA also rcallocatcs sharc-based payment cxpcnsc from functional operating cxpcnsc linc items to a scparatc linc
within operating expenses. We believe the exclusion of share-based payment expense from functional operating expenses is useful given the
significant variation in expense that can result from changes in the fair value as determined by the Black-Scholes-Merton model which varies
based on assumptions used for the expected life, expected stock price volatility and risk-free interest rates; the effect of which is unrelated to
the operational conditions that give rise to variations in the components of our operating costs.

Free cash flow is a metric that our management and Board of Directors use to evaluate the cash generated by our operations, net nf capital
'tures and other investment activity. In a capital intensive business, with significant historical and current investments in satellites, we

at our operating cash flow, net of these investing cash outflows, to determine cash available for future subscriber acquisition and capital
expenditures, to repurchase or retire debt, to acquire other companies and to evaluate our ability to return capital to stockholders. We believe
free cash flow is an indicator of the long-term flnancial stability of our business. Free cash flow, which is reconciled to "Net cash provided by
(used in) operating activities", is a non-GAAP financial measure. This measure can be calculated by deducting amounts under the captions
"Additions to property and equipment" and deducting or adding "Restricted and other investment activity'* from "Net cash provided by (used
in) operating activities" from thc consolidated stat«ments of cash flows. Free cash flow should hc used in conjunction with other GAAP
financial perl'omiance m«asures and may not be comparable to 1'ree cash flow measures presented by oth«r companies. Free cash flow should
be viewed as a supplemental measure rather than
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an alternative measure of cash flows from operating activities, as determined in accordance with GAAP. Free cash flow is limited and does not
represent remaining cash flows available for discretionary expenditures due to the fact that the measure does not deduct the payments required
for debt maturities. We believe free cash flow provides useful supplemental information to investors regarding our current and projected cash
flow , along with other GAAP measures (such as cash flows from operating and investing activities), to determine our financial condition, an
to compare our operating performance to other communications, entertainment and media companies.

We believe these Non-GAAP financial measures provide useful information to investors regarding our financial condition and results of
operations. We believe investors find these Non-GAAP financial performance measures useful in evaluating our core trends because it provides
a direct view of our underlying contractual costs. We believe investors use our current and projected adjusted EHlTlJA to estimate our current
or prospective enterprise value and to make investment decisions. By providing these on-GAAP financial measures, together with the
reconciliations to the most directly comparable GAAP measure, we believe we arc enhancing investors ' understanding of our business and our
results of operations.

These Non-GAAP financial measures should be viewed in addition to, and not as an alternative for or superior to, our reported results
prepared in accordance with GAAP. Please refer to the glossary (pages 45 through 5 I) for a further discussion of such Non-GAAP financial
measures and reconciliations to the most directly comparable GAAP measure.

The following tab le contains our key operating metrics based on our unaudited adjusted results of operations for the years ended
December 31, 20 II , 2010 and 2009, respectively :

Unau dited
For the Years Endrd December 31,

l Oll 1010 2009
(in thousands. except for per subscriber amounts]

ARPU
SAC, per gross subscriber addition
Customer service and billing expenses, per average subscriber
Free cash flow
Adjusted total revenue
Adjusted EBITDA

s 11.58
$ 55
s 1.03
s 415 ,742
$3,025,434
s 731 ,018

$ 11.73
$ 59
s 1.03
$ 210,481
$2 ,838,898
s 626,288

$ 10.95
$ 63
$ 1.05
$ 185,319
$2 ,526703
$ 462 ,539

Note : Sec pages 45 through 5 I for a glossary of terms.

ARPU is derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided b the daily weighted average number of subscribers fo
the period. (See accompanying glossary on pages 45 through 5 I for more details.)

• 2011 VS. 2010 : Fur the ycars ended December 31,2011 lind 2010, ARPU was $11.58 and $11.73, respectively . The decrease was
driven primarily by an increase in subscription discounts offered through customer acquisition and retention programs and the decrease
in the U.S. Music Royalty Fee rate, partially offset by an increase in sales of our premium services, including Premier packages, data
services and Internet subscriptions.

• 2010 VS. 2009: For the years ended December 31,2010 and 2009, ARPU was $11 .73 and $10.95, respectively. The increase was
driven primarily by the full year impact of the U.S. Music Royalty Fee introduced in the third quarter of 2009, increased revenues from
the sale ofPremier packages, decreases in discounts on multi-subscription WId Internet packages, and increased net advertising
revenue, partially offset by an increase in the number of subscribers on promotional plans.
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an alternative measure of cash flows from operating activities, as determined in accordance with GAAP. Free cash flow is limited and does not
represent remaining cash flows available for discretionary expenditures due to the fact that the measure does not deduct the payments required
for debt maturities. We believe free cash flow provides useful supplemental information to investors regarding our current and projected cash
flow, along with other GAAP measures (such as cash flows from operating and investing activities), to dett~ine our financial condition,
to compare our operating performance to other communications, entertainment and media companies.

We believe these Non-GAAP financial measures provide useful information to investors regarding our financial condition and results of
operations. We believe investors find these Non-GAAP financial perfonnance measures useful in evaluating our core trends because it provides
a direct view of our underlying contractual costs. We believe investors use our current and projected adjusted EH ITDA to estimate our current
or prospective enterprise value and to make investment decisions. By providing these Non-GAAP financial measures, together with the
reconciliations to the most directly comparable GAAP measure, we believe we are enhancing investors'nderstanding of our business and our
results ofoperations.

These Non-GAAP financial measures should be viewed in addition to, and not as an alternative for or superior to, our rc~rted results
prepared in accordance with GAAP. Please refer to the glossary (pages 45 through 51) for a further discussion of such Non-GAAP flmancial
measures and reconciliations to the most directly comparable GAAP measure.

The following table contains our key operating metrics based on our unaudited adjusted results of operations for the years ended
December 31, 2011, 2010 and 2009, respectively:

tinaudited
For the Years Fnded Decernher 3t

(in ttnnssands, exceptfor per snbscriber antounts)
ARPU
SAC, per gross subscriber addition
Customer service and billing expenses, per average subscriber
Free cash flow
Adjusted total revenue
Adjusted EBITDA

20i 1

$ 11.58
$ 55
$ + 1.03
$ 415,742
$3,025,434
$ 731,018

2in tt

$ I 1.73
$ 59

',, $ .1.03
$ 210,481
$2,838,898
$ 626,288

$ I0.95
$ 63I,'. 1.05
$ 185,319

II. $2,526,703
$ 462,539

Note: See pages 45 through 51 for a glossary of terms.

ARPU is derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscribers f
the period. (See accompanying glossary on pages 45 through 51 for more details.)

~ 20l1 vs. 20/0: For the yeurs ended December 31, 2011 und 2010, ARPU was $ 11.58 und $ 11.73, re~ltectively. The decrease wus
driven primarily by an increase in subscription discounts offered through customer acquisition and retention programs and the decrease
in the U.S. Music Royalty Fee rate, partially offset by an increase in sales of our premium services, including Premier packages, data
services and Internet subscriptions.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, ARPU was $ 11.73 and $ 10.95, respectively. The increase was
driven primarily by the full year impact of the U.S. Music Royalty Fee introduced in the third quarter of 2009, increased revenues from
the sale ofPremier packages, decreases in discounts on multi-subscription and Internet packages, and increased net advertising
revenue, partially offset by an increase in the number of subscribers on promotional plans.
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•

SAC, Per Gross Subscriber Addition, is derived from subscriber acquisition costs and margins from the direct sale of radios and
accessories, excluding share-based payment expense and purchase price accounting adjustments, divided by the number of gross subscriber
additions for the period. (See accompanying glossary on pages 45 through 51 for more details. )

•
• 20ll vs. 2010 : For the years ended December 31,2011 and 2010, SAC , per gross subscriber addition, was $55 and $59 ,

respectively . The decrease was primarily due to lower per radio subsidy rates for certain OEMs and growth in subscriber reactivations
and royalties from radio manufacturers.

• 2010 vs. 2009 : Forthe years ended December 31,2010 and 2009 , SAC , per gross subscriber addition, was $59 and $63 ,
respectively . The decrease was primarily due to lower per radio subsidy rates for certain OEMs and growth in subscriber reactivations
and royalties from radio manufacturers compared to the year ended December 31, 200 9, partially offset by increased OEM
installations of factory-installed satellite radios.

Customer Service and Billing Expenses, Per Average Subscriber, is derived from total customer service and billing expenses, excluding
share-based payment expense and purchase price accounting adjustments, divided by the number of months in the period, divided by the daily
weighted average number of subscribers for the period. (See accompanying glossary on pages 45 through 51 for more details.)

• 20ll vs. 2010 : For the years ended December 31, 20 II and 20 I 0, customer service and billing expenses, per average subscriber,
were $1.03 .

• 2010 vs. 2009 : For the years ended December 31,2010 and 2009, customer service and billing expenses, per average subscriber,
were $1 .03 and $1.05, respectively . The decrease was primarily due to lower call cen ter expenses as a result of moving calls to lower
cost locations, partially offset by higher call volume.

Free Cash Flow ineludes the net cash provided by operations, additions to property and equipment, and restricted and other investment
activity. (See accompanying glossary on pages 45 through 51 for more details.)

2011 vs. 2010 : Forthe years ended December 31,2011 and 2010, free cash flow was $415,742 and $210,481, respectively, an
increase of $205,261. Net cash provided by operating activities increased $30,735 to $543 ,630 for the year ended December 31, 20 II
compared to the $512,895 provided by operations for the year ended December 31, 20 IO. Capital expenditures for property and
equipment for the year ended December 31,2011 decreased $174 ,439 to $137 ,429 compared to $311 ,868 for the year ended
December 31, 20 IO. The increase in net cash provided by operating activities was primarily the result of improved operating
performance driving higher adjusted EBITDA, cash received from the Canada Merger, higher collections from subscribers and
distributors, and the repayment in the first quarter of 20 I 0 of liabilities deferred in 2009. The decrease in capital expenditures for the
year ended December 31, 2011 was primarily the result of decreased satellite construction and launch expenditures due to the launch in
20 10 of our XM-5 satellite. The increase in restricted and other investment activities was driven by the return of capital resulting from
the Canada Merger, partially offset by proceeds from the sale of investment securities in the year ended December 3L 2010 .

2010 vs. 2009 : Forthe years ended December 31,2010 and 2009, free cash flow was $210,481 and $185,319, respectively, an
increase of $25,162. Net cash provided by operating activities increased $79 ,065 to $512 ,895 for the year ended December 31, 20 I 0
compared to the $433,830 provided by operations for the year ended December 31,2009 . Capital expenditures for property and
equipment for the year ended December 31, 20 I0 increased $63,357 to $311 ,g6g compared to $24g ,511 for the year ended
December 31, 2009. The increase in net cash provided by operating activities was primarily the result of growth in deferred revenue
and changes in net assets. The increase in capital expenditures for the year ended December 31, 2010 was primarily the result of
satellite construction and launch expenditures for our XM-5 and FM-o satellites .
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•

SAC, Per Gross Subscriber Addition, is derived from subscriber acquisition costs and margins from the direct sale of radios and
accessories, excluding share-based payment expense and purchase price accounting adjustments, divided by the number of gross subscriber
additions for the period. (See accompanying glossary on pages 45 through 51 for more details.)

~ 201 J vs. 2010: For the years ended December 31, 2011 and 2010, SAC, per gross subscriber addition, was $55 and $59,
respectively. The decrease was primarily due to lower per radio subsidy rates for certain OEMs and growth in subscriber reactivations
and royalties from radio manufacturers.

~ 2(UO vs. 2009: For the years ended December 31, 2010 and 2009, SAC, per gross subscriber addition, was $59 and $63,
respectively. The decrease was primarily due to lower per radio subsidy rates for certain OEMs and growth in subsctibcr reactivations
and royalties from radio manufacturers compared to thc year cndcd Dcccmbcr 31, 2009, partially offse by incrcascd OFM
installations of factory-installed satellite radios.

Customer Service and Billing Expenses, Pel Average Subscriber, is derived from total customer service and billing expenses, excluding
share-based payment expense and purchase price accounting adjustments, divided by the number of months in the period, divided by the daily
weighted average number of subscribers for the period. (See accompanying glossary on pages 45 through 51 for more details.)

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, customer service and billing expenses, per average subscriber,
were $ 1.03.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, customer service and billing expenses, per average subscriber,
were $ 1.03 and $ 1.05, respectively. The decrease was primarily due to lower call center expenses as a result of inoving calls to lower
cost locations, partially offset by higher call volume.

Free Cash Flow includes the net cash provided by operations, additions to property and equipment, and restricted and other investment
activity. (See accompanying glossary on pages 45 through 51 for more details.)

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, free cash flow was $415,742 and $210,481, respectively, an
increase of $205,261. Net cash provided by operating activities increased $30,735 to $543,630 for the year ended December 31, 2011
compared to the $512,895 provided by operations for the year ended December 31, 2010. Capital expenditures for property and
equipment for the year ended December 31, 2011 decreased $ 174,439 to $ 137,429 compared to $311,868 for the year ended
December 31, 2010. The increase in net cash provided by operating activities was primarily the result of improved operating
performance driving higher adjusted EBITDA, cash received from the Canada Merger, higher collections from subscribers and
distributors, and the repayment in the first quarter of 2010 of liabilities deferred in 2009. The decrease in capital expenditures for the
year ended December 31, 2011 was primarily the result of decreased satellite construction and launch expenditures due to the launch in
2010 of our XM-5 satellite. The increase in restricted and other investment activities was driven by the return of capital resulting from
the Canada Merger, partially offset by proceeds from the sale of investment securities in the year ended December 31, 2010.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, free cash flow was $210,481 and $ 185,319, respectively, an
increase of $25,162. Net cash provided by operating activities increased $79,065 to $512,895 for the year ended December 31, 2010
compared to the $433,830 provided by operations for the year ended December 31, 2009. Capital expenditures for property and
equipment for the year ended December 31, 2010 increased $63,357 to $311,868 compared to $248,511 for the year ended
December 31, 2009. The increase in nei cash provided by operating activities was primarily the result of growth in deferred revenue
and changes in net assets. The increase in capital expenditures for the year ended December 31, 2010 was primarily the result of
satellite construction and launch expenditures for our XM-5 and FM-6 satellites.
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Adjusted Total Revenue. Our adjusted total revenue includes the recognition of deferred sub scriber revenues acquired in the Merger
that are not recognized in our results under purchase price accounting and the elimination of the benefit in earnings from deferred revenue
associated with our investment in XM Canada acquired in the Merger. (See the accompanying gloss ary on pages 45 through 5 1 for more
detail s.)

Unaudited
For the Yranl Endl't! December 31,

2011 201 2009 •
(in thousa nds}

Revenue:
Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue
Purchase price accounting adju stments:

Subscriber revenue
Other revenue

Adjusted total revenue

$2,595,414 $2,414 ,174 $2 ,287 ,503
73,672 64 ,517 51,754
71,051 7 1,355 50 ,352

274,387 266 ,946 83,029

3,659 14,655 46,814
7,251 7,251 7,25 1

$3,025,434 $2 ,838,898 $2.526,703

Adjusted EBITDA. EBITDA is defined as net income (loss) before interest and investment income (loss); interest expen se, net of
amounts capitalized; income tax expense and depreciation and amortization. Adjusted EBITDA rem ove s the impact of other income and
expense, losses on extinguishment of debt as well as certain other charges, such as goodwill impairment; restructuring, impairments and related
costs; certain purchase price accounting adjustments and share-based payment expense. (See the accompanying glossary on pages 45 throu gh
51 for more details):

• 2011 vs, 2010 : For the years ended December 31, 20 II and 20 I0, adjusted EBITDA was $731 ,018 and $626,288, resp ectively, an
increase of 17%, or $104 ,730. The increase was primarily due to an increase of 7%, or $186,536, in adjusted revenues, partiall y offsel
by an inerease of 4%, or $81 ,806 , in ex-penses included in adju sted EBITDA. The increase in adjusted revenu es was prim arily due to
the increase in our subscriber bascoThe increase in expenses was primarily driven by higher revenue share and royalt ies expenses
associated with growth in revenues, increased customer service and billing expenses associated with subscri ber gro wth and higher
subscriber acquisit ion costs related to the 12% increase in gross additions, part ially offset by lower programming and content costs.

• 2010 vs, 2009 : For the years ended December 31,2010 and 200 9, adjusted EBITDA was $626,288 and $462,539 , respectively , an
increase of 35% , or $163 ,749. The increase wa s primarily due to an increase of 12%, or $312,195, in adjusted revenu es, parti ally offset
by an increase of7%, or $148,446, in expenses included in adjusted EBI TD A. The increase in revenu e was primarily due to the •
increase in our sub scriber base and the introduction of the U.S. Mu sic Royalty Fee in the third quart er of 2009, as well as increased
advertising and equipment revenue, decreases in discounts on multi-subscription and Intern et packages, and an increase in the sale of
"Best of' programming, partially offset by an increase in the number of subscribers on promotional plans. The increase in expenses
was primarily driven by higher subscriber acquisition cost" related to the 25% increase in gross additions and higher revenu e share and
royalties expenses associated with growth in revenues subject to revenue sharing and royal ty arran gements.
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•

Adj usred Total Revenue. Our adjusted total revenue includes the recognition of deferred subscriber revenues acquired in the Merger
that are not recognized in our results under purchase price accounting and the elimination of the benefit in earnings from defetred revenue
associated with our investment in XM Canada acquired in the Merger. (See the accompanying glossary on pages 45 through 51 for more
details.)

201 I

Unaudited
Fnr the Yeara Fnded Deretnher 31

20l 0
(in tl44n4sonds)

Revenue: M
Subscriber revenue
Advertising revenue. net of agency fees
Equipment revenue
Other revenue ~~
Purchase price accounting adjustments:

Subscriber revenue
Other revenue

Adjusted total revenue ~

$2,595,414
, 73,672
71,051

274,387+

$2,414,174 $2,287,503
64,517 ~ 51,754
71,355 50,352

266,946 ~ 83,029

1, 3,659 14,655 46,814
7 251 7,251 7 251

$3 025 434,Q $2 838,898 ~ $2 526 703

Adjusted EBITDA. EBITDA is defined as net income (loss) before interest and investment income (loss); interest expense, net of
amounts capitalized; income tax expense and depreciation and amortization. Adjusted EBITDA removes the impact of other income and
expense, losses on extinguishment of debt as well as certain other charges, such as goodwill impairment; restructuring, impairments and related
costs; certain purchase price accounting adjustments and share-based payment expense. (See the accompanying glossary on pages 45 through
51 for more details).

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, adjusttxI EBITDA was $731,018 and $626,288, respectively, an
increase of 17%, or $ 104,730. 'I'he increase was primarily due to an increase of 7%, or $ 186,536, in adjusted revenues, partially offset
by an increase of 4%, or $81,806, in expenses included in adjusted EBITDA. The increase in adjusted revenues was primarily due to
the increase in our subscriber base. The increase in expenses was primarily driven by higher revenue share and royalties expenses
associated with growth in revenues, increased cua~omer service and billing expenses associated with subscriber growth and higher
subscriber acquisition costs related to the 12% increase in gross additions, partially offset by lower programming and content costs.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, adjusted EBITDA was $626/88 and $462,539, respectively, an
increase of 35%, or $ 163,749. The increase was primarily due to an increase of 12%, or $312,195, in adjusted revenues, partially offset
by an increase of 7%, or $ 148,446, in expenses included in adjusted EBITDA. The increase in revenue was primarily due to the
increase in our subscriber base and the introduction of the U.S. Music Royalty Fee in the third quarter of 2009, as well as increased
advertising and equipment revenue, decreases in discounts on multi-subscription and Internet packages, and an increase in the sale of
"Best of" programming, partially ofl'set by an increase in the number of subscribers on promotional plans. The increase in expenses
was primarily driven by higher subscriber acquisition costs rclatcd to thc 25% increase in gross additions and higher rcvcnuc sharc and
royalties expenses associated with growth in revenues subject to revenue sharing and royalty arrangements.
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Liq uidity and Capital Resources

Cash Flows for the Year Ended December 31, 2011 Compared with the Year Ended December 31, 2010 and Year Ended December 31,
2010 Compared with the Year En/Jed December 31,2009

As of December 31,2011 and 2010, we had $773 ,990 and $586 ,691, respectively, in cash and cash equivalents. The following table
sents a summary of our cash flow activity for the years set forth below :

For th e Years End ed December 3 1,
20 11 2010 2809 20 11 vs, 2010 2010 \ "5. 2009

Net cash provided by operating activities $ 543,630 $ 512,895 $ 433,830 $ 30,735 s 79,065
Net cash used in investing activities (127,888 ) (302,414) (248,511 ) 174,526 (53,903)
Net cash used in financing activities (228,443) (7,279) (182,276 ) (221,164) 174,997
Net increase in cash and cash equivalents 187,299 203,202 3,043 (15,903) 200,159
Cash and cash equivalents at beginning of

period 586,691 383,489 380,446 203,202 3,043
Cash and cash equivalents at end of period $ 773 ,990 $ 586,691 $ 383,489 $ 187,299 $ 203,202

Cash Flows Provided by Opera ting Activities

Cash provided by operating activities increased by $30,735, or 6%, to $543,630 for the year ended December 31, 2011 from $512 ,895 for
the year ended December 3 1, 2010. Cash provided by operating activities increased by $79,065, or 18%, to $5 12,895 for the year ended
December 31,2010 from cash provided by operating activities of $433,830 for the year ended December 31,2009. The primary drivers of our
operating cash flow growth have been improvements in profitability and changes in operating assets and liabilities.

• Our net income (loss) was $426 ,691 , $43,055, and ($352 ,038) for the years ended December 31, 2011, 20 I0 and 2009, respectively .
Our net income growth has been primarily due to growth in our subscriber revenues which increased by $181,240, or 8%, and
$126,671, or 6%, for the years ended December 31,2011 and 2010 , respectively .

• Net adjustments to net income (loss) were $66,975, $357 ,743, and $564,902 for the years ended December 31, 2011, 2010 and 2009 ,
respectively. Significant components of adjustments to net income, and their impact on cash flows from operating activities, include :

For t he Years Ended Decem ber 3 t ,

•
Depreciation and amortization
Restructuring, impairments and related costs
Loss on extinguishment of debt and credit facilities, net
Gain on merger of unconsolidated entities
Share-based payment expense
Other non-cash purchase price adjustments

2011

$ 267,880
s
$ 7,206
$ (75,768)
$ 53,190
$(275 ,338)

2010 2009

$ 273,691 $ 309,450
$ 66,731 s 26,964
s 120,120 s 267,646
$ $
$ 60,437 s 73,981
$(250,727) $(202 ,054)

•

Depreciation and amortization expense is expected to inerease in future periods as we recognize depreciation expense after the
construction and launch of our FM-6 satellite and continue to invest in our information technology, broadcast, and facilities
infrastructures.
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Liquidity and Capital Resources

Cash Flowsfor the Year Ended December 31, 2011 Compared with the Year Ended December 31, 2010 and Year Ended December 31,
2010 Compared with Ihe Year Ended December 31, 2009

As of December 31, 2011 and 2010, we had $773,990 and $586,691, respectively, in cash and cash equivalents. The following table
a summ~ of our cash flow activity for the years sct forth below:

For the Years Ended December 31

Nct cash provided by operating activities
Net cash used in investing activities
Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of

pcnod
Cash and cash equivalents at end of period

2011

$ 543,630
(127,888)

$ , ~228 443
187,299

586 691

$ 773,990

2010

$ 512,895 '1

(302,414)
~279

203,202

$ 586,691

2009

$ 433,830 '1

(248,511)
~182.276

3,043
't

380,446, 1I

$ 383,489

2011 vs. 2010

$ 30,735
174,526

~227 164

(15,903)

203,202
$ 187,299

2010 vs. 2009

$ 79,065,
(53,903)
174 997
200,159

lf

3 043

~$ 203 02

Cash Flows Provided by Operating Activities

Cash provided by operating activities increased by $30,735, or 6%, to $543,630 for the year ended December 31, 2011 from $512,895 for
the year ended December 31, 2010. Cash provided by operating activities increased by $79,065, or 18%, to $512,895 for the year ended
December 31, 2010 from cash provided by operating activities of $433,830 for the year ended December 31, 2009. The primary drivers of our
operating cash flow growth have been improvements in profitability and changes in operating assets and liabilities.

~ Our net income (loss) was $426,691, $43,055, and ($352,038) for the years ended December 31, 2011, 2010 and 2009, respectively.
Our net income growth has been primarily due to growth in our subscriber revenues which increased by $ 181,240, or 8%, and
$ 126,671, or 6%, for the years ended December 31, 2011 and 2010, rcspcctivcly.

~ Net adjustments to net income (loss) were $66,975, $357,743, and $564,902 for the years ended December 31, 2011, 2010 and 2009,
rcspcctivcly. Significant components of adjustmcnts to nct income, and their impact on cash flows from operating activities, include:

For the Years Ended Decem ber 31

Dt~rcciation and amortization
Resuucturing, impairments and related costs
Loss on extinguishment of debt and credit facilities, net
Gain on merger of unconsolidated entities
Share-based payment expense =-,«~g
Other non~h purchase price adjustments

2011~ $ 267,880
$~ $ ~ 7,206, '

(75,768)
$ '3,190;~
$(275,338)

2010

$ 273,691
$ 66,731
$ 120,120
$
$ , 60,437 +
$(250,727)

2009

$ 309,450
$ 26,964
$ 267,646
$
$ 73,981
$(202,054)

Depreciation and amortization expense is expected to increase in future periods as we recognize depreciation expense after the
connection and launch of our FM-6 satellite and continue to invest in our information technology, broadcast, and facilities
infrastructures.
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Included in restructuring, impairments and related costs for the year ended December 3 I , 20 I 0 arc contract termination costs of
$7,361 and a loss on the full impairment of our fM-4 satellite of $56, 100.

Loss on extinguishment of debt and credit facilities, net , includes losses incurred as a result of the conversion and retirement of certain .
debt instruments. Future charges related to the retirement or conversions of debt an: dependent upon many factors, including the conversion
price of debt or our ability to refinance or retire specific debt instruments.

Gain on merger of unconsolidated entities represents the gain on the Canada Merger which clo sed in June 20 II .

Share-based payment expense is expected to increase in future periods as we grant equity awards to our employees and directors.
Compensation expense for share-based awards is recorded in the financial statements based on the fair value of the underlying equity awards.
The fair value of stock option awards is determined using the Black-Scholes-Merton option-pricing model which is subject to various
assumptions including the market price of our common stock, estimated forfeiture rates of awards and the volatility of our stock price. The fair
value of restricted shares and restricted stock units is based on the market price of our common stock at date of grant.

Other non-cash purchase price adjustments include liabilities recorded as a result of the Merger related to executory contracts with an
OEM and certain programming providers, as well as amortization resulting from changes in the value of deferred revenue as a result of the
Merger.

Changes in operating assets and liabilities contributed $49,694 , $112,097 and $220,966 to operating cash flows for the years ended
December 31,2011 , 2010 and 2009, respectively . Significant changes in operating assets and liabilities include the timing of collections from
our customers, the repayment of the XM Canada credit facility , and the timing of payments to vendors and related parties, I\ s we continue to
grow our subscriber and revenue base, we expect that deferred revenue and amounts due from customers and distributors wiIl continue to
increase. Amounts payable to vendors are also expected to increase as our business grows. The timing of payments to vendors and related
parties are based on both contractual commitments and the terms and conditions of our vendors.

Cash Flows Used in Investing Activities

Cash used for investing activities consists primarily of capital expenditures for property and equipment. We will continue to incur
significant costs to improve our terrestrial repeater network and broadcast and administrative infrastructure. In addition, we ,,"iII continue to
incur capital expenditures associated with our FM-6 satellite, which is scheduled for launch in the first half of 20 12. After the launch of our
FM-6 satellite. we anticipate no significant satellite capital expenditures for several years until it becomes nece ssary to replace satellites in our
llt:et.

• The decrease in cash used for investing activities was primarily due to lower capital expenditures for construction of our sate llites an
related launch vehicles following the launch of our XM-5 satellite in 2010.

Cash Flows Used ill Financing Activities

Cash flows used in financing activities have generally heen the result of the issuance and repayment of long-term deht and related party
debt and cash proceeds from exercise of stock options. Proceeds from long-term debt, related party deht and equity issuances have been used to
fund our operations, construct and launch new satellites and invest in other infrastructure improvements.

• The increase in cash flows used in financing activities was primarily due to the 20 II repayment of the remaining balance of our
11 .25% Senior Secured Notes due 201 3 and 3.25% Convertible Notes duc 2011
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•

Included in restructuring, irnpairments and related costs for the year ended December 31, 2010 are contract termination costs of
$7,361 and a loss on the full impairment of our FM-4 satellite of $56,100.

Loss on extinguishment of debt and credit facilities, net, includes losses incurred as a result of the conversion and retirement of certain
debt instruments. Future charges related to the retirement or conversions of debt are dependent upon many factors, including the conversion
price of debt or our ability to rcfinancc or rctirc specific debt instruments.

Gain on merger of unconsolidated entities represents the gain on the Canada Merger which closed in June 2011.

Share-based payment expense is expected to increase in future periods as we grant equity awards to our employees and directors.
Compensation cxpcnsc for sharc-based awards is rccordcd in thc financial statements based on thc fair value of thc underlying equity awards.
The fair value of stock option awards is determined using the Black-Scholes-Merton option-pricing model which is subject to various
assumptions including the market price of our common stock, estiinated forfeiture rates of awards and the volatility of our stock price. '1'he fair
value of restricted shares and restricted stock units is based on the market price of our common stock at date of grant.

Other non-cash purchase price adjustments include liabilities recorded as a result of the Merger related to executory contracts ivith an
OEM and certain programming providers, as well as amortization resulting from changes in the value of deferred revenue as a result of the
Merger.

Changes in operating assets and liabilities contributed $49,694, $ 112,097 and $220,966 to operating cash flows for the years ended
December 31, 2011, 2010 and 2009, respectively. Significant changes in operating assets and liabilities include the timing of collections from
our customers, the repayment of the XM Canada credit facility, and the timing of payments to vendors and related parties. As ive continue to
groiv our subscriber and revenue base, we expect that deferred revenue and amounts due from customers and distributors will continue to
increase. Amounts payable to vendors are also expected to increase as our business grows. The timing of payments to vendors and related
parties are based on both contractual commitments and the terms and conditions of our vendors.

Cash Flows Usedin Investing Activities

Cash used for investing activities consists primarily of capital expenditures for propiWy and equipment. We will continue to incur
significant costs to improve our tenestrial rc~ater network and broadcast and administrative infrastructure. In addition, we will continue to
incur capital expenditures associated with our FM-6 satellite, which is scheduled for launch in the first half of 2012. After the launch of our
FM-6 satellite, we anticipate no significant satellite capital expenditures for several years until it becomes necessary to replace satellites in our
fleet.

~ The decrease in cash used for investing activities was primarily due to lower capital expenditures for con~iruction of our satcllitcs
related launch vehicles following the launch of our XM-5 satellite in 2010.

Cash Flows Usedin Financing Activities

Cash flows used in financing activities have generally been the result of the issuance and repayment of long-term debt and related paly
debt and cash proceeds from exercise of stock options. Proceeds from long-term debt, related party debt and equity issuances have been used to
fund our operations, construct and launch new satellites and invest in other infrastructure improvements.

~ The increase in cash flows used in financing activities was primarily due to the 2011 repayment of the remaining balance of our
11.25% Senior Sccurcd Notes duc 2013 and 3.25% Convcrtiblc Notes duc 2011
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without issu ing new debt. In 20 I0 , we repaid our Sen ior Secured Term Loan due 20 12, 9.625% Senior Notes due 2013 , XM 's 10%
Senior PIK Secured No tes due 20 11 and 9.75% Senior Notes due 2014 . We also part ially repaid XM 's 11.25% Senior Secu red Notes
due 2013 and our 3.25% Convertible Notes due 20 11. We issued the following new debt in 2010; our 8.75% Senior No tes due 2015

• and 7.625% Senior Notes due 2018.

Financings and Capital Requirements

We have historically financed our operations through the sale of deb t and equity sec urities. The Certificate of Designations for our Series
B Preferred Stock pro vides that , so long us Liberty Media beneficially owns at least half of its initial equity investment, Liberty Media 's
consent is required for certain actions, including the grant or issuance of our equity securities and the incurrence of debt (other than , in general,
debt incurred to refinance existing debt) in amounts greater than $10,000 in any ca lendar year.

Future Liquidity ami Capital Resource Requirements

Wc have entered into various agreements to design, construct, and launch our sa tellites in the norma l course of busi ness. As disclosed in
Note 17 in our consolidated financial statements in Item 8 of this Annual Rep ort on Form IO-K, as of December 3 1, 201 1, we expect to incur
expenditures of approximately $60 ,517 and $5,526 in 20 12 and 2013 , respectively , and an additional $48 ,545 thereafter, the majority of which
is attributable to the construction and launch of our FM-6 sate llite and relat ed launch vehicle.

Based upon our current plans, we believe that we have sufficien t cash, cash equiva lents and ma rketable sec urities to cover our estimated
funding needs. We expect to fund opera ting expenses, capital expenditures, working capital req uirements, interest pay ments, taxes and
scheduled maturities of our deb t wi th existing cash and cash now from operations , and we believe that we wi ll be able to genera te sufficient
revenues to meet our cash req uirements.

Our abili ty to meet our debt and other obligations depend s on our future operating performa nce and on economic, financial, compe titive
and other fact ors, We con tinually review our operations for opportunities to adjust the timing of expenditures to ensure that sufficient resources
are maintained.

We regularly evaluate our business plans and strategy . These eva luations often result in changes to our business plans and strategy, some
of which may be material and significantly change our cash requirements. These changes in our business plans or strategy may include: the
acquisition of unique or compelling programming; the introduction of new features or services; significant new or enhanced distribution
arrangements: investments in infrastructure, such as satellites. equ ipment or radio spectrum; and acquisitions, including acquisi tions that are
not direct ly related to our satellite radi o bu siness. In addition , our operations are affected by the FC C order approving the Merger, which

•

' jposed certain conditions upon , among other things, our program offerings.

Deht Covenants

The indentures governing our debt include restrictive co venants. As of December 3 1, 20 I I , we were in compliance with our deb t
covenants.

For a disc ussion of our "Debt Covenants", refer to Note 13 to our consolida ted financial statements in Item 8 of this Ann ual Report on
Form IO-K.

Off-Balallce Sheet Arrangements

We do no t have any significan t off-balance sheet financing arra ngeme nts other than those di sclosed in Note 17 to our consolida ted
financial statements in Item 8 of this Annual Report on Form 10-K that arc reasonably likely to have a material effect on our financial
condition , results of operations , liqu idity, capital expen diture s or capi tal resources.
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without issuing new debt. In 2010, we repaid our Senior Secured Term Loan due 2012, 9.625% Senior Notes due 2013, XM's 10%
Senior PIK Secured Notes due 2011 and 9.75% Senior Notes due 2014. We also partially repaid XM's 11.25% Senior Secured Notes
due 2013 and our 3.25% Convertible Notes due 2011. We issued the following new debt in 2010; our 8.75% Senior Notes due 2015
and 7.625% Senior Notes due 2018.

Financings and Capital Requirements

We have historically financed our operations through the sale of debt and equity securities. The Certificate ofDesignations for our Series
B Preferred Stock provides that, m long as Liberty Media beneficially owns at least hall'f iis initial equity investment, Liberty Media's
consent is required for certain actions, including the grant or issuance of our equity securities and the incurrence ofdebt (other than, in general,
debt incutTed to refinance existing debt) in amounts greater than $ 10,000 in any calendar year.

Future Liquidity and Capital Resource Requirements

Wc have cntcrcd into various agrccmcnts to design, construct, and launch our satcllitcs in thc normal course of business. As disclosed in
Note 17 in our consolidated financial statements in Item 8 of this Annual Report on Form 10-K, as of December 31, 2011, we expect to incur
expenditures of approximately $60,517 and $5,526 in 2012 and 2013, respectively, and an additional $48,545 thereafter, the majority of which
is attributable to the construction and launch of our FM-6 satellite and related launch vehicle.

Based upon our current plans, we believe that we have sufficient cash, cash equivalents and marketable securities to cover our estimated
funding needs. We expect to fund operating expenses, capital expenditures, working capital requirements, interest payments, taxes and
scheduled maturities of our debt with existing cash and cash flow from operations, and we believe that we will be able to generate suiTicient
revenues to meet our cash requirements.

Our ability to meet our debt and other obligations depends on our future operating performance and on economic, financial, competitive
and other factors. We continually review our olxfations for opportunities to adjust the timing of expenditures to ensure that sulTicient resources
are maintained.

We regularly evaluate our business plans and strategy. These evaluations often result in changes to our business plans and strategy, some
of which may be material and significantly change our cash requirements. These changes in our business plans or strategy may include: the
acquisition of unique or compelling programming; the introduction of new features or services; significant new or enhanced distribution
arrangements; investments in infrastructure, such as satellites, equipment or radio spectrum; and acquisitions, including acquisitions that are
not directly related to our satellite radio buaness. In addition, our operations are affected by the FCC order approving the Merger, which

posed certain conditions upon, among other things, our program offerings.

Debt Covenant@

The indentures governing our debt include restrictive covenants. As of December 31, 2011, we were in compliance with our debt
covenants.

For a discussion of our "Debt Covenants", rel'er t.o Note 13 to our consolidated financial statements in Item 8 of this Annual Rivort on
Form I O-K.

Og-'Balance SheetArrangements
We do not have «ny significant olT-balance sheet financing arrangements other than those disclosed in Note 17 to our consolidated

financial statements in Item 8 of this Annual Report on Form 10-K that are reasonably likely to have a material effect on our financial
condition, results of operations, liquidity, capital expenditures or capital resotmx:s.
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Contractual Cash Commitments

For a discussion of our "Contractual Cash Commitments," refer to Note 17 to our consolidated financial statements in Item 8 of this
Annual Report on Form 10-K.

Related Party Transactions

For a discussion of "Related Party Transactions," refer to Note II to our consolidated financial statements in Item 8 of this Annual Report
on Form 10-K.

Critical Accounting Policies and Estimates

Our consolidated financial statements are prepared in accordance with U.S. GAAP , which require management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amount s of
revenues and expenses during the periods. Accounting estimates require the lise of significant management assumptions and judgments as to
future events, and the effect of those events cannot be predicted with certainty . The accounting estimates will change as new events occur,
more experience is acquired and more information is obtained. We evaluate and update our assumptions and estimates on an ongoing basis and
use outside experts to assist in that evaluation when we deem nece ssary . We have disclosed all significant accounting policies in Note 2 to our
consolidated financial statements in Item 8 of this Annual Report on Form 10-K.

Goodwill . Goodwill represents the excess of the purchase price over the estimated fair value of net tangible lind identifiable intangible
assets acquired in business combinations. Our annua l impairment assessment of our single reporting unit is performed as of October I .,of each
year. Assessments are performed at other times if events or circumstances indicate it is more likely than not that the asset is impaired. Step one
of the impairment assessment compares the fair value of the entity to its carrying value and if the fair value exceeds its carrying value , goodwill
is not impaired. If the carrying value exceeds the fair value , the implied fair value of goodwill is compared to the carrying value of goodw ill; an
impairm ent loss will be recorded for the amount the carrying value exceeds the implied fair value . At October 1,2011 , the fair value of our
single reporting unit substantially exceeded its carrying value and therefore was not at risk of failing step one of ASC 350-20, Goodwill ("ASC
350-20"). Subsequent to our annual evaluation of the carrying value of goodwill , there were no event s or circumstances that triggered the need
for an interim evaluation for impairment. As a result , thcre were no changes in the carrying value of our goodwill during the years ended
December 31, 20 I I and 20 IO.

Long-Lived and lndefinitc-LivedAssets . We carry our long-lived assets at cost less accumulated amortization and depreciation. We
review our long-lived asset s for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset is not
recoverable. At the time an impairment in the value of a long-lived asset is identified, the impairment is measured as the amount by which the
carrying amount of a long-lived asset exceeds its fair value . •

Our annual impairment assessment of indefinite -lived assets, our FCC licenses and trademark , is performed as of October Ist of each yeur
and an assessment is made at other times if events or changes in circumstances indicate that it is more likely than not that the asset is impaired.
To determine fair value , we employ an expected present value technique, which utilizes multiple cash flow scenarios for the FCC licenses and
trademark that reflect the range of possible outcomes and an appropriate discount rate .

We use independent appraisals to assist in determining the Iuirvalue of our FCC licenses and trademark . The income approach, which is
commonly called the "Jefferson Pilot Method" or the "Greenfield Mcthod" , has been consistcntlv used to estimate the fair value of our FCC
licenses. This method attempts to isolate the income that is properly attributuble to the license alone (that is, apart from tangible and intangible
assets and goodwill). It is based upon modeling a hypothetical "Greenfield" build-up to a normalized enterprise that, by design , lacks inherent
goodwill and has essentially purchased (or added ) all other assets as part of the build-up process, The
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Contractual Cash Commitments

For a discussion of our "Contractual Cash Commitments," rel'er to Note 17 to our consolidated financial statements in Item 8 of this
Annual Repott on Form 10-K.

Related Party Transactions

For a discussion of "Related Party Transactions," refer to Note 11 to our consolidated financial statements in Item 8 of this Annual Report
on Form 10-K.

CriticalAccounting Policies and Estimates

Our consolidated financial statements are prepared in accordance with U.S. GAAP, which require management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reporlnl amounts of
revenues and expenses during the periods. Accounting estimates require the use of significant management assumptions and judgments as to
future events, and the effect of those events cannot be predicted with certainty. The accounting estimates will change as new events occur,
more experience is acquired and more information is obtained. We evaluate and update our assumptions and estimates on an ongoing basis and
use outside experts to assist in that evaluation when we deem necessary. We have disclosed all significant accounting policies in Note 2 to our
consolidated financial statements in Item 8 of this Annual Report on Form 10-K.

Goodwill . Goodwill represents the excess of the purchase price over the estimated fair value of nct tangible and identifiable intangible
assets acquired in business combinations. Our annual impairment assessment of our single reporting unit is performed as of October I & of each
year. Assessments are performed at other times if events or circumstances indicate it is more likely than not that thc asset is impaired. Step one
of the impairment assessment compares the fair value of the entity to its carrying value and if the fair value exceeds its carrying value, goodwill
is not impaired. If the carrying value exceeds the fair value, the implied fair value of goodwill is compared to the caiiying value of goodwill; an
impaument loss will be recorded for the amount the carrying value exceeds the implied fair value. At October I, 2011, the fair value of our
single reporting unit substantially exceeded its carrying value and therefore was not at risk of failing step one of ASC 350-20, Goodwil/ ("ASC
350-20"). Subsequent to our annual evaluation of the carrying value of goodwill, there were no events or circumstances that triggered the ncei
for an intkmm evaluation for impairment. As a result, thcrc werc no changes in thc carrying value of our goodwill during thc years cndcd
December 31, 2011 and 2010.

Long-Lived and Indefini te-LivedAssets . We carry our long-lived assets at cost less accumulated amortization and depreciation. We
review our long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset is not
recoverable. At the time an impairment in the value of a long-lived asset is identified, the impairment is measured as the amount by which the
carrying amount of a long-lived asset exceeds its fair value.

Our annual impairment assessment of indefinite-lived assets, our FCC licenses and trademark, is performed as of October 1st of each y
and an assessment is made at other times if events or changes in circumstances indicate that it is more likely than not that the asset is impaired.
To determine fair value, we employ an expected present value technique, which utilizes multiple cash flow scenarios for the FCC licenses and
trademark that reflect the range of possible outcomes and an appropriate discount rate.

We use independent appraisals to assist in determining the fair value of our FCC licenses and trademark. The income approach, which is
commonly called thc "Jefferson Pilot Method" or thc "Grccnficld Method", has been consistently used to estimate thc fair value ol'ur FCC
licenses. This method attempts to isolate the income that is properly attributable to the license alone (that is, apart from tangible and intangible
assets and goodwill). It is based upon modeling a hypothetical "Greenfield" build-up to a normalized entcrprisc that, by design, lacks inherent
goodwill and has essentially purchased (or added) all other assets as part of the build-up process. The
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meth odology assumes that, rath er than acquiring such an operation as a going concern, the buyer would hypothetically obtain a license at
nomina l cost and build a new operation with similar attributes from inception. The significant assumption was that the hypothetical start up
entity would begin its netw ork build out phase at the impairment testing date and revenues and variable costs would not be generated until the

ellite network was operationa l, app rox imately five ye ars from incept ion . The "Relief from Royalty" method valuation approach was util ized
alue our trademark. Thi s methodology involves the estimation of an amount of hypothetical royalty income that could be generated if the

set was licensed from an independent, third-party owner. The va lue of the intangib le is the present value of the prospective stream of
hypo the tical roy alty income that would be generated over the useful life of the asset.

At October I, 20 II , the fair value of our FCC licenses and tradem ark substantially exceeded the carrying val ue and there fore was not at
risk of impairment. Subsequent to our annual evaluation of the carrying value of our long -lived assets, there were no events or circumstances
tha t triggered the need for an interim impairm ent eval uation.

There were no changes in the carrying value of our indefinite life intan gible asse ts during the years ended December 31,2011 and 2010.

Useful Life ofBroadcast/Transmtssion SYSIeIll . Our satellite sys tem includes the costs of our satellite con structi on , launch vehicles,
launch insurance, capitalized interest, spare satellite, terrestrial repeater network and satellite uplink facilities . We monitor our satellites for
impairment whenever events or changes in circ umstances indicate that the carrying amount of the asset is not recoverable.

We currently expect our first two in-orbit Sirius satellites launched in 2000 to operate effectively through 2013 , our FM-3 satellite, which
was also launched in 2000, to operate effectively through 2015, and our FM-5 satellite, launched in 2009 , to operate effectively through 2024 .
In December 20 10, we recorded an other than temporal)' charge for our FM -4 satellite, the ground spare held in storage since 2002 . We operate
five in-orbit XM satellites, three of which function as in-orbit spares. Two of the three in-orbit spare satellites were launched in 200 I and the
other in 20 I0 whil e the other two satellites were launched in 2005 and 2006. We estimate that our XM- 3, XM -4 and XM-5 satellites will meet
their IS year predicted depreciable lives, and that the depreciable lives of XM-I and XM-2 will end in 2013 .

Certain of our in-orbit satellites have experienced circuit failures on their solar arrays . We continue to monit or the operating condition of
our in-orbit satellites, If events or circum stances indicate tha t the deprec iable lives of our in-orbit satellites have changed, we will modify the
depreciable life according ly. If we were to revise our estimates, our depreciation expense would chang e. For example, a 10% decrease in the
expected depreci able lives of satell ites and spacecraft control facilit ies durin g 20 II would have re sulted in app roximately $20,6 14 of additional
depreciation expense.

Income Taxes. Deferred income taxes are recognized for the tax consequen ces re lated to temporary diffe rences between the carrying
amo unt of asse ts and liabili ties for financial reporting purposes and the amou nts used for tax purposes, based on enacted tux laws and statutory

x rates applica ble to the periods in which the differences are expected to affect taxable income. A valuat ion allow ance is recognized when,
ed on the weight of all availabl e evidence, it is considered more likely than not that all , or some portion, of the deferred tax assets will not
realized. Income tax expense is the sum of curre nt income tax plus the change in deferred tax assets and liabilities, As of December 3 1, 20 11

and 20 10, we maintained a full valuation allow ance against our deferred tax assets due to our prior history of pre-t ax losses and uncert ainty
about the timin g of and ability to genera te taxable income in the future and our assessment thut the realization of the deferred tax assets did not
meet the "more likely than not " cri terion under A SC 740 .

Recent Accounting Pronouncements

In May 20 II , the FASH issued Accounting Standards Update No. 2011- 04, A mendme nts 10 Achieve Common Fair Vallie Measure ment
and Disclosure Requirements in u.s. GAAP and International Financial Reporting Standards (Topic 820) Fair Value Measurement ("ASU
2011-04"), to provide a consistent
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methodology assumes that, rather than acquiring such an operation as a going concern, the buyer would hypothetically obtain a license at
nominal cost and build a new operation with similar attributes from inception. The significant assumption was that the hypothetical start up
entity would begin its network build out phase at the impairment testing date and revenues and variable costs would not be generated until the

llite network was operational, approxiinately five years &om inception. The "Relief from Royalty" method valuation approach was utilized
alue our trademark. This methodology involves the estimation of an amount of hypothetical royalty income that could be generated if the

was licensed from an independent, third-party owner. The value of the intangible is the present value of the prospective stream of
hypothetical royalty income that would be generated over the useful life of the asset.

At October 1, 2011, the fair value of our I'CC licenses and trademark substantially exceeded the carrying value and therefore was not at
risk of impairment. Subsequent to our annual evaluation of the canying value of our long-lived assets, there were no events or circumstances
that triggered the need for an interim impairment evaluation.

There were no changes in the cattying value of our indefinite life intangible assets during the years ended December 31, 2011 and 2010.

Us%I Life ofBroadcast/Transmission+stem . Our satellite system includes the costs ol'ur satellite construction, launch vehicles,
launch insurance, capitalized interest, spare satcllitc, terrestrial rcpcatcr network and satellite uplink facilitics. Wc monitor our satcllitcs for
impairment whenever events or changes in circumstances indicate that the carrying amount of the asset is not recoverable.

We currently expect our first two in-orbit Sirius satellites launched in 2000 to operate effectively through 2013, our FM-3 satellite, which
was also launched in 2000, to operate effectively through 2015, and our FM-5 satellite, launched in 200~), to operate effectively through 2024.
In December 2010, we recorded an other than temporary charge for our FM4 satellite, the ground spare held in storage since 2002. We operate
five in-orbit XM satellites, three of which function as in-orbit spares. Two of the three in-orbit spare satellites were launched in 2001 and the
other in 2010 while the other two satellites were launched in 2005 and 2006. We estimate that our XM-3, XM-4 and XM-5 satellites will meet
their 15 year predicted depreciable lives, and that the depreciable lives of XM-1 and XM-2 will end in 2013.

Certain of our in-orbit satellites have experienced circuit failures on their solar arrays. We continue to monitor the operating condition of
our in-orbit satcllitcs. If events or circumstances indicate that thc dcprcciablc lives of our in-orbit satellites have changed, wc will modify thc
depreciable life accordingly. If we were to revise our estimates, our depreciation expense would change. For example, a ItyYo decrease in the
expected depreciable lives of satellites and spacecraft control facilities during 2011 would have resulted in approximately $20,614 of additional
depreciation expense.

Inco&ne Taxes . Deferred income taxes are recognized for the tax consequences related to temporary differences between the carrying
amount of assets and liabilities for financial reporting purposes and the amounts used for tax purposes, based on enacted tax laws and statutory

x rates applicable to the periods in which the differences are expected to affect taxable income. A valuation allowance is recognized when,
on the weight of all available evidence, it is considered more likely than not that all, or some portion, of the deferred tax assets will not

realized. Income tax cxpensc is thc sum of current income tax plus thc change in dcfcrrcd tax assets and liabilities. As of December 31, 2011
and 2010, we maintained a full valuation allowance against our deferred tax assets due to our prior history of pre-tax losses and uncertainty
about the timing of and ability to generate taxable income in the future and our assessment that the realization of the deferred tax assets did not
meet the "more likely than not" criterion under ASC 740.

RecentAccounting Pronouncements

In May 2011, the FASH issued Accounting Standards Update No. 2011-04, Amendments io Achieve Conunon Fair Value.Measurement
andDisclosure Requirements in US. GAAP and International Financial Reporting Standards (Topic 820) Fair Value hXeasurement ("ASU
2011-04"), to provide a consistent
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definiti on of fair value and ensure that the fair value mea surement and disclosure requirements are simi lar between U.S. GAAP and
Internationa l financial Reportin g Standards. ASU 20 11-04 changes certain fair value measurement prin ciples and enhances the disclosure
requ irement s particularly for Level 3 fair value measurements. The amendments are not expected to have a significant impact on companies
that apply U.S. GAAP. This standard is effective for interim and annu al periods beginn ing after December 15, 20 II and will be applied •
prospectively . The impact of our pending adoption of AS U 2011-04 will not be material to our con solidated financial statements.

In June 2011 , the FAS B issued Accounting Standards Update No. 2011 -05, Comprehensive Income (Topic 220) - Presentation of
Comprehensive Income ("ASU 2011-05"), to require an ent ity to present the total of comp rehensive income, the compo nents of net income,
and the components of other comprehensive income either in a single continuous statement of comprehensive income or in two separate but
consecutive statements . AS U 2011-05 eliminates the option to present the components of other comprehensive income as part of the statement
of equity . The standard doe s not change the items which must be reported in other comprehensive income, how such item s are measure..ed or
when they must be reclassified to net income. This standard is effecti ve for interim and annu al period s beginning after December 15, 20 II and
will be applied retrospectively. The FASB has deferred the requirement to present reclassification adjustments for each component of
accumulated other comprehensive income in both net income and other comprehensive income. Companies arc required to either present
amounts recla ssified out of other comprehensive income on the face of the financial statements or disclose those amount s in the notes to the
financial statements. During the deferral period, there is no requirement to separately present or disclose the reclassificati on adjustmen ts into
net income. The effective date of this deferral will he consistent with the effective date of the ASU 20 I 1-05. ASU 2011-05 affects financial
statement presentation only and will have no impact on our result s of operations or financial position.

Glossary

Ad 'u sted EBITDA - ERITDA is defined as net income (loss) before interest and inve stment income (loss); interest expense, net of
amount s capitalized; income tax expense and depreciation and amorti zation . We adjust EBITDA to remove the impact of other income
and expense, loss on extin guishment of debt as well as certain other charges discussed below. This measure is one of the primary Non
GAAP finan cial mea sures on which we (i) eva luate the performance of our businesses, (ii) base our intern al bud gets and (iii) compensate
management. Adjusted EBITDA is a Non-GAAP financial performance measure that excludes (if applicable): (i) certain adjustments as a
result of the purchase price accounting for the Merger, (ii) goodw ill impairment, (iii) restruc turing, impairments, and related costs,
(iv) depreciation and amortizat ion and (v) share-based payment expense . The purc hase price acco unting adjustments include : (i) the
elimination of deferred revenue assoc iated with the investment in XM Canada, (ii) recogn ition of deferred subsc riber revenues not
recognized in purchase price accounting, and (iii) elimin ation of the benefit of deferred credi ts on exec utory con trac ts, which an:
prim arily attribut able to third party arra ngements with an OEM and programming providers . We believe adjusted ERITDA is a usefu l
measure of the underlying trend of our operating performance, which provides useful info rmat ion about our business apart from the cos ts
associated with our physical plant, cap ital structure and purchase pric e accounting. We believe investors find this Non-GAAP financial
measure useful when analyzing our result and comparing our operating performance to the performance of other communications, •
entertainment and media companies . We believe investors use current and projected adjusted EBITDA to estimate our curren t and
prospective enterprise value and to make investment decisions. Because we fund and build-out our satellite radio system through the
periodic raising and expenditure of large amount s of capital, our results of operations reflect significant charges for depreciation expense.
The exclusion of depreciation and amortiza tion expense is useful given significant varia tion in depreciat ion and amortization expense that
can result from the potential variations in estimated use fu l lives, all of which can vary widely across different industries or among
companies within the same indu stry . We believe the exclusion of restructuring, impairments and related costs is useful given the nature of
these expenses. We also believe the exclusion of share-based paym ent expense is useful given the significant variation in expe nse that can
result from changes in the fair value as determined using the Black-Scholes-Merton model which varies based on assumptions used for
the expected life, expected stock price volatility and risk-free interes t rates.
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definition of fair value and ensure thai the fair value measurement and disclosure requirements are similar between U.S. GAAP and
International Financial Reporting Standards. ASU 2011-04 changes certain fair value measurement principles and enhances the disclosure
requirements particularly for Level 3 fair value measurements. The amendments are not expected to have a significant impact on companies
that apply U.S. GAAP. This standard is effective for interim and annual periods beginning after December 15, 2011 and will be applied
prospectively. The impact ofour pending adoption of ASU 2011 4 will not be material to our consolidated financial statements.

In June 2011, the FASB issued Accounting Standards Update No. 2011-05, Comprehensi ve Income (Topic 220) — Presentation of
Comyreliensive IncoIne ("ASU 2011-05"), to require an entity to present the total of comprehensive incoine, the components of nct income,
and the components of other comprehensive income either in a single continuous statement of comprehensive income or in two separate but
consecutive statements. ASU 2011-05 eliminates the option to present the components of other comprehensive income as part of the statement
of equity. The standard does not change the items which must be reported in other comprehensive income, how such iteins are measured or
when they must be reclassified to net income. This standard is effective for interim and annual periods beginning after December 15, 2011 and
will be applied retrospectively. The FASB has deferred the requirement to present reclassification adjustments for each component of
accumulated other comprehensive income in both net income and other comprehensive income. Companies are required to either present
amounts reclassified out of other comprehensive income on the face of the financial statements or disclose those amounts in the notes to the
financial statements. During the deferral period, there is no requirement to separately present or disclose the reclassificalion adjustments into
net income. The effective date of this deferral will be consistent with the effective date of the ASU 2011-05. ASU 2011-05 alTects financial
statement presentation only and will have no impact on our results of operations or financial position.

Glossary

Ad'usted EBITDA — FRITDA is defined as nct income (loss) hcforc intcrcst and invcstmcnt income (loss); intcrcst cxpcnsc, nct of
amounts capitalized; income tax expense and depreciation and amortization. We adjust EBITDA to remove the impact of other income
and expense, loss on extinguishnient of debt as well as certain other charges discussed below. This measure is one of the primary Non-
GAAP financial measures on which we (i) evaluate the performance of our businesses, (ii) base our internal budgets and (iii) compensate
management. Adjusted EBITDA is a Non-GAAP financial performance measure that excludes (if applicable): (i) certain adjustments as a
result of the purchase price accounting for the Merger, (ii) goodwill impairment, (iii) restructuring, irnpairments, and related costs,
(iv) depreciation and amortization and (v) share-based payment expense. The purchase price accounting adjustments include: (i) the
elimination of deferred revenue associated with the investment in XM Canada, (ii) recognition of deferred subscriber revenues not
recognized in purchase price accounting, and (iii) elimination of the benet"it of deferred credits on executory contracts, which are
primarily attrihutablc to third party arrangcmcnts with an OFM and programming providcrs. Wc bclicvc adjusted FRITDA is a useful
measure ol'he underlying trend of our operating pafottnance, which pros ides uset'ul information about our business apart from the costs
associated with our physical plant, capital structure and purchase price accounting. We believe investors find this Non-GAAP financial
measure useful when analyzing our results and comparing our operating performance to the performance of other communications,
entertainment and media companies. We believe investors use current and projected adjusted EBITDA to estimate our current and
prospective enterprise value and to make investment decisions. Because we fund and build~iut our satellite radio sg stem through the
periodic raising and expenditure of large amounts of capital, our results of operations reflect significant charges for depreciation expense.
The exclusion of depreciation and amortization expense is useful given sigiiificant variation in depreciation aud amortizatiou expense that
can result from the potential variations in estimated useful lives, all of which can vary widely across different industries or among
companies within the same industry. We believe the exclusion of restructuring, impairments and related costs is useful given the nature of
these expenses. We also believe the exclusion ol'hare-based payment expense is usel'ul given the significant variation in expense that can
result from changes in thc fair value as dctcrmincd using thc Black-Scholcs-Mcrton model which varies based on assumptions used for
thc expected life, expected stock price volatility and risk-free interest rates.
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Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statement of operations of certain
expenses, including share-based payment expense and certain purchase price account ing for the Merger. We endeavor to compensate for
the limitations of the Non-GAAP measure presented by also providing the comparable GAAP measure with equal or greater prominence
and description s of the reconciling items, including quantifying such items, to derive the Non-GAAP measure. Investors that wish to
compare and evaluate our operating results after giving effect for these costs, should refer to net income as disclosed in our consolidated
statements of operat ions. Since adjusted EBITDA is a Non-GAAP financ ial performance measure, our calculation of adjusted EBITDA
may be susceptible to varying calculations; may nol be comparable to other similarly titled measures of other companies; and should not
be considered in isolation, as a substitute for, or superior to measures of financial performance prepared in accordance with GAAP . The
reconciliation of net income (loss) to the adjusted EBITDA is calculated as follows (in thousands):

Unaudited
For the Yean Ended December 31.

•

•

Net income (loss) (GAAP ):
Add back items excluded from Adjusted EBITDA:

Purchase price accounting adjustments :
Revenues (see pages 47-49)
Operating expenses (see pages 47-49)

Share-based payment expense, net of purchase price accounting
adjustments

Depreciation and amortization (GAAP)
Restructuring, impairments and related cost" (GAAP)
Interest expense, net of amounts capitalized (GAAP)
Loss on extinguishment of debt and credit facilities , net (GAAP)
Interest and investment (income) loss (GAAP)
Other income (GAAP)
Income tax expense (GAAP)

Adjusted EBITDA
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2011

s 426,961

10,910
(277,258)

53,369
267,880

304,938
7,206

(73,970)
(3,252)
14,234

$ 731,018

2010

$ 43,055

21,906
(26 1,832)

63,309
273,691
63,800

295,643
120,120

5,375
(3,399)
4,620

$ 626,288

2009

$(352,038)

54,065
(240,89 1)

78,782
309,450
32,807

315,668
267,646

(5,576)
(3,355)
5,981

$ 462,539

Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statement of operations of certain
expenses, including share-based payment expense and certain purchase price accounting for the Merger. We endeavor to compensate for
the limitations of the Non-GAAP measure presented by also providing the comparable GAAP measure with equal or greater prominence
and descriptions of the reconciling items, including quantifying such items, to derive the Non-GAAP measure. Investors that wish to
compare and evaluate our operating results after ging effect for these costs, should refer to net income as disclosed in our consolidated
statements of operations. Since adjusted EBITDA is a Non-GAAP financial performance measure, our calculation of adjusted EBITDA
may be susceptible to varying calculations; may not be comparable to other similarly titled measures of other companies; and should not
be considered in isolation, as a substitute for, or superior to measures of financial performance prepared in accordance with GAAP. The
reconciliation of net income (loss) to the adjusted EBITDA is calculated as follows (in thousands):

Net income (loss) (GAAP):
Add back items excluded from Adjusted EBITDA:
.= Purchase price accounting adjustments:

Revenues (see pages 47-49)
Operating expenses (see pages 47-49)

Share-based payment expense, net of purchase price accounting
adjustments

[b Depreciation and amortization (GAAP)
Restructuring, impairmcnts and related costs (GAAP)

Q Interest expense, net of amounts capitalized (GAAP)
Loss on extinguishment of debt and credit facilities, net (GAAP)

0 Interest and investment (income) loss (GAAP)'%therincome (GAAP)
Income tax expense (GAAP)

Adjusted EBITDA

h..~ I

10,910 21,906 54,065
(277/58) I (261,832) ~ (240,891)

53,369
267,880

304,938
7+06

(73.970)
(3,252)

~14 34
8 731018

63,309
Ii, 273,691 I:

63,800
295,643 ~
120,120

5375

'3,399)

4,620
$ 626.288

78,782
309,450

32,807
315,668
267,646

+ (5,576)
(3,355)
5,981

$ 462,539

Unaudited
For tbe Years Faded December 31

2011 20l0 2009

$ 426,961 $ 43,055 $(352,038)
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Ad 'usted Revenues and 0 eratin Exnenses - We define this Non-GAAP financial measure as our actual revenue s and operatin g
expenses adjusted to exclude the impact of certain purchase price accounting adjustments and share-based payment expen se. We use this
Non-GAAP financial measure to manage our business, set operational goals and as a basis for determining performance-based
compensation for our employees. The following tables reconcile our actual revenues and operating expenses to our adjusted revenues
operating expenses for the years ended December 31, 2011, 2010 and 2009 :

Una udited . 'or th e Year Ended December 3t. 2011
Purch 01' Price

Allocatio n of
Accounti ng Share-based

(in thousands} As Repor1ed Adj ustme nt5 Pay men t Expense Adjusted

Revenue :
Subscriber revenue $2,595,414 s 3,659 s $2,599,073
Advertisi ng revenue, net of agency fees 73,672 73,672
Equipment revenue 71,051 71,051
Other revenue 274,387 7,251 281.638

Total revenue $3,014 ,524 $ 10,910 $ $3,025,434

Opera ting expenses
Cost of services:

Revenue share and royalties 471 ,149 126,941 59R,090
Programming and content 281,234 49,172 (6,212) 324,194
Customer service and billing 259,719 18 (1,502) 258,235
Satellite and transmission 75,902 313 (2,678) 73,537
Cost of equipment 33,095 33.095

Subscriber acquisition costs 434 ,482 85,491 519,973
ales and marketing 222,773 15,233 (8,193) 229,813

Engineering, design and development 53,435 31 (4,851) 48,615
General and administrative 238,738 59 (29,933) 208, 64
Depreciation and amortization (a) 267,880 267.880
Restructuring, impairments and related

costs
Share-based payment expense (b) 53.369 53.369

Tolal opera ting expenses $2,338,407 s 277,258 $ $2,615,665

(a) Purchase price aecounting adjustments included above exclude the incremental depreciation and amortization associated with the
$785,000 stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased depreciation and
amortization for the year ended December 31,2011 was $59,000.

(b) Amounts related to share-based payment expense included in operating expenses were as follows:

•
Programming and content
Customer service and billing
Satellite and transmission
Sales and marketing
Engineering, design and development
General and administrative
Total share-based payment expense

$ 6,185
1,484
2,659
8,166
4,820

29,874
$ 53.188
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$ 27
18
19
27
31
59

$ 18 1

s

s

s 6,212
1,502
2,678
8,193
4,851

29,933
$ 53.369

•

Ad'usted Revenues and 0 eratln Ex nses — We define this Non-GAAP financial measure as our actual revenues and operating
expenses adjusted to exclude the impact of certain purchase price accounting adjustments and share-based payment expense. We use this
Non-GAAP financial measure to manage our business, set operational goals and as a basis for determining performance-based
compensation for our employees. The following tables reconcile our actual revenues and operating expenses to our adjusted revenues
operating expenses for the years ended December 31, 2011, 2010 and 2009:

Unaudited For the Year Ended December 31 2ttl 1

(i n tho14$andsj
Revenue:

Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue

Operating expenses ~
Cost of services:~ Revenue sharc and royalties~

Programming and contentI Customer service and billing
Satellite and transmission
Cost of equipment ~

Subscriber acquisition costs
I, Sales and marketing =,

Engineering, design and development
General and administrative
Dcprcciation and amortization (a)
Restructuring, impairments and related

costs
Share-based payment expense (b)

Total operdtlIlg expeilses

471,149
281,234

['59,719
75,902

,'-r. 33.095
434,482

I ), 222,773, tJ

53,435
238,738
267,880

126,941
49,172

~8 '18
3)3

85,491
15+33

31
59

(6,212)
(1,502)
(2,678)

~ ~

'8,193)
(4,851)

(29,933)

li, $2,338,40I,iJ /„$ 2I7258
53 369

'l

Allocation of
Accounting Share-baaed

~AR ~AA' A ~PI 8*

$2+95,414 $ 3,659 $
'3,672

71,051
274 387 7+51, iJ

$3 014 524 $ 10 910 5~ ~RE.~

~AA' a

$2,599,073
73 6721
71,051

281 638
$3 025 434

598,090
324,194
258,235

73,537
33.095 t

519,973
P 229,813

48,615
208,864
267,880

53 369

$ , $2,615,665

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amortization associated with the
$785,000 stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased depreciation and
amortization for the year ended December 31, 2011 was $59,000.

(b) Amounts related to share-based payment n~se included in operating expenses were as follows:

Programming and content ~
Customer service and billing
Satellite and transmission 'alesand marketing
Engineering, design and devclopmcnt
General and administrative
Total share-based payment ex~se

+$ 6,185 ~
1,484
2,659
8,166
4,820

29 874
$ 53,188

$ ~27
18
19
27

t" 31,t
59

$ 181', $

$ 6,212
1,502
2,678
8,193

jest. 4,851
29 933

II, $ 53 369
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Una udi ted For th e Year En dl"d Decem ber 3 1, 2010
Pu rch ase Price

Allocation or
Acco unti ng Share- based

• (in thousands) As Repor tl"d Ad justm ents Pavment Ex P!""" Ad ju ted

Revenue:
Subscriber revenue $2,414,174 $ 14,655 $ $2,428,829
Advertising revenue , net of agency fees 64,517 64,517
Equipment revenue 71,355 71,355
Other revenue 266,946 7,251 274.197

Total revenue $2,816,992 $ 21,906 $ $2,838,898

Operating expenses
Cost of services :

Revenue share and royalties 435,410 107,967 543,377
Programming and content 305,914 57,566 (10,267) 353,213
Customer service and billing 241,680 281 (2,207) 239,754
Satellite and transmission 80,947 1,170 (3,397) 78,720
Cost of equipment 35,281 35,28 1

Subseriber acquisition costs 413,041 79,439 492,480
Sales and marketing 2 15,454 13,983 (9,423) 220,014
Engineering, design and develop ment 45,390 520 (5,868) 40,042
General and administrative 240,970 906 (32,147) 209,729
Depreciation and amortization(a) 273,691 273,691
Restructuring, impairments and related

costs 63,800 63,800
Share-based payment expense(b) 63,309 63,309

Total operating expenses $2,351 ,578 $ 261,832 $ $2,613,410

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amortization associated with the $785,000
stepped up basis in property , equipment and intangible assets as a result of the Merger. The increased depreciation and amortization for the
year ended December 31,2010 was $68,000.

(h) Amounts related to share-based payment expense included in operating expenses were as follows :

• Programming and content $ 9,817 $ 450 $ $ 10,267
Customer service and billing 1,926 28 1 2,207
Satellite and transmission 3,109 288 3,397
Sales and marketing 8,996 427 9,423
Engineering, design and development 5,348 520 5,868
General and administrative 31.241 906 32,147
Total share-based payment expense $ 60,437 $ 2,872 $ $ 63.309
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(in thonsondr)
Revenue:

Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue

Operating expenses
Cost of services:

, ~ Revenue share and myalties
Programming and content
Customer service and billing, jj
Satellite and transmission
Cost ofequipment

Subscriber acquisition costs
( i, Sales and marketing

Engineering. design and development
General and administrative ~ ~
Depreciation and amortization(a)
Restructuring, impairtncnte and rclatcd

costs
Shme-based payment expense(b)

Total operating cxpcnscs

As Renorled
rti

eS

$2,414,174
64,517
71,355

266,946
$2,816,992

il

435.410
305,914
241,680

80,947
35,281

413,041
215,454, i

45,390
240.970
273,691

63,800

,';, $2,351,578

$ 14,655

7,251
$ 21,906

107,967,,
57~

281 ~
1,170~= '

'.1

79,439
13,983, i

520
lf'906 ",

(10867)
& (2,207)

(3,397)

(9,423)
(5,868)

(32,147)

$ 261,832
63,309

—,iI 4,

Unaudited For the Year Esded December 3t. 3010
Purchase Price

Alocatlon of
Accouatina Share-based
Adjustments Pavmenl Expense Adjusted

$2I428,829
64,517
71,355

274,197
$2,838.898

543,377
353,213
239,754
78,720
35,281

492,480
220,014
40,042

209,729
273,691

63,800
63,309

$2,613,410

(a) Pmchase price accounting adjustments included above exclude the incremental depreciation and amortization associated with the $785,000
stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased depreciation and amortization for the
year ended December 31, 201 0 was $68,000.

(h) Amounts related to share-based payment expense included in operating expensee were ae follows:

Progrtunming and content ~ $ 9,817 $ 450 $ — +$ 10,267,
Customer service and billing 1,926 281 2,207
Satellite and transmission ~,, 3,109 288 3,397,
Sales and marketing 8,996 427 9,423
Engineaing, design and development ji, 5348 520 5,868
General and administrative 31,241 906 32,147
Total share-based payment ex~ac $ 60,437 $ 2.872 $ 63.309
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Unaudited For the Year F.ndl'd December 3 1, 2009

(tn thousands}

Revenue:
Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue

Operating expenses
Cost of services:

Reven ue share and royalties
Programming and content
Customer service and billing
Satellite and transmi ssion
Cost of equ ipment

Subseriber acquisition costs
Sales and marketing
Engineering, des ign and development
General and administrative
Depreciation and amortization(a)
Restructuring , impa irments and related

costs
Share-based payment expense(b)

Total operating expenses

Reported

$2.287,503
51,754
50,352
83.029

$2.472.638

397.210
308,121
234,456

84.033
40,188

340,506
228,956

41,031
227,554
309,450

32,807

$2,244.312

Purcha.w Price

Acco unti ng
Adj uWnmt

$ 46.814

7.251
$ 54.065

89,780
72,069

453
1,339

61.164
13,507

977
1,602

$ 240,891

Allocation of
Share-based

PaYment Expel!

$

$

(9,720)
(2,504)
(3,202)

(10,264)
(5.H56)

(47.236)

7H,782
$

diu ted

$2 ,334,317
5 1,754
50,352
90.280

$2.526.703

486.990
370,470
232,405

82,170
40.188

401,670
232,199

36,152
181,920
309,450

32,807
7H,7H2

$2,485.203

•

•s 9,720
2,504
3,202

10,264
5,856

47.236
$ 78.782

$

$

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amortizat ion associated with the $785,000
stepped up basis in property, equipment and intangible assets as a result of the Merge r. The increased depreciation and amortization for the
year ended December 31,2009 was $106,000.

(h) Amounts related to share-based payment expense included in opera ting expenses were as follows:

Programming and content $ 9,064 $ 656
Customer service and billin g 2,051 453
Satellite and transmissi on 2,745 457
Sales and marketing 9,608 656
Engineering, design and development 4,879 977
General and administrative 45.634 1,602
Total share-based payment expense $ 73.981 $ 4.801
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Uonodited For the Year FsIded December 31 2009

fIn thousands)

Revenue: ~
Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue

Operating expenses
Cost of services:

~, Revenue share and royalties +
Programming aud content
Customer service and billing
Satellite and transmission
Cost of cquipmcnt

Subscriber acquisition costs
Sales and marketing
Engineering, design and development
General and administrative
Depreciation and amortization(a)
Restructuring, impairmcnts and rclatcd

costs
Share-based payment expense(b)

Total operating cxpcnscs

~AR

$2+87,503
51,754
50,352
83 029

$2 472 638

397210
308,121
234,456

84.033+ 40,188
340,506

Q 228,956
41,031~ 227p54

309,450
Iataaaa'2.807

I,, $2244312

Accollotloa
~dd' I

$ 46,814

7 251
$ 54 065

89,780
72,069~ 453,
1/39

61,164
13,507

977
1,602

It, $ 240,891

'llocation
of

Sbere-based~dt E
't]

~AA

$2,334,317
51,754
50,352

I, 90 280,
$2.526 703

R
486.990
370,470
232,405

82,170
40,188

401,670
232,199

36,152
lt. 181,920

309,450

32,807
78 782

$2 485.203

(9,720)
(2,504)
(3,202)

(10,264)
(5,856)

(47,236) ~
t4.

78 782

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amortization associated with the $785,000
stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased depreciation and amortization for the
year ended December 31, 2009 was $ 106,000.

(h) Amounts related to share-based payment expense included in operating expenses were as follows:

Programming and content~~ ~ ~ $ 9,064+ $» 656~ $ $ 9,720
Customer service and billing 2,051 453 2,504
Satellite and transmission 2,745 457 3,202
Sales and marketing 9,608 656 10,264
Engineering, design and development~ & '0 4,879 I g 977, ~ I

—~ f,' 5.856
General and administrative 45,634 1,602 47 236
Total share-based payment expense $ 73 981 I 4,801 ~ 0, I — ,~ 8; $ 78.782,
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ARPU - is derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscribers for
the period. Other subscription-related revenue includes the U.S. Music Royalty Fee, which was initially charged to subscribers in the third

•

er of 2009. Purchase price accounting adjustments include the recognition of deferred subscriber revenues not recognized in purchase
accounting associated with the Merger. ARPU is calculated as follows (in thousands, except for subscriber and per subscriber amounts):

Unau dited
For the Vean Ended December 31.

Subscriber revenue (GAAP)
Add: net advertising revenue (GAAP)
Add : other subscription-related revenue (GAAP)
Add: purchase price accounting adjustments

Daily weighted average number of subscribers

ARPU

2011

$ 2,595,414
73 ,672

231 ,902
3,659

$ 2,904,647

20,903 ,908

$ 11.58

20 10

$ 2,414,174
64 ,517

234 ,148
14,655

$ 2,727,494

19,385,055

$ 11.73

2009

$ 2,287 ,503
51 ,754
48 ,679
46 ,814

$ 2,434,750

18,529,696

$ 10.95

Average self-pay month.)' churn - is defined as the monthly average of self-pay deactivations for the period divided by the average
number of self-pay subscribers for the period. Average self-pay chum for the year is the average of the quarterly average self-pay churn.

Custo me r serv ice and billin ex en ses er avera e subscriber - is derived from total customer service and billing expenses,
excluding share-based payment expense and purchase price accounting adjustments associated with the Merger, divided by the number of
months in the period, divided by the daily weighted average number of subscribers for the period. We believe the exclusion of share-based
payment expense in our calculation of customer service and billing expenses, per average subscriber, is useful given the significant variation in
expense that can result from changes in the fair market value of our common stock, the effect of which is unrelated to the operational
conditions that give rise to variations in the components of our customer service and billing expenses. Purchase price accounting adjustments
associated with the Merger include the elimination of the benefit associated with incremental share-based payment arrangements recognized at
the Merger date. Customer service and billing expenses, per average subscriber, is calculated as follows (in thousands, except for subscriber
and per subscriber amounts):

Unaudited

nomer service and billing expenses (GAAP)
s: share-based payment expense, net of purchase price accounting

adjustments
Add: purchase price accounting adjustments

Daily weighted average nurnbe..r of subscribers

Customer service and billing expenses, per average subscriber

•
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2 11

$ 259,719

(1,502)
18

$ 258,235

20.903.908

$ 1.03

For the Years Ended December 31,
2010

$ 241 ,680

(2,2U7)
281

$ 239 .754

19.385,055

$ 1.03

2009

$ 234,456

(2,504 )
453

$ 232 ,405

18.529.696

$ 1.05

ARPU — is derived &om total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscribers for
the period. Other subscription-related revenue includes the U.S. Music Royalty Fee, which was initially charged to subscribers in the third

of 2009. Purchase price accounting adjustments include the recognition of defetred subscriber revenues not recognized in purchase
accounting associated with the Merger. ARPU is calculated as follows (in thousands, except for subscriber and per subscriber amounts):

Subscriber revenue (GAAP)
Add: nct advertising revcnuc (GAAP)
Add: other subscription-related revenue (GAAP)
Add: purchase price accounting adjustments~e .'
Daily weighted average number of subscribers

ARPU ~

Unaudited
For the Years Ended December 31.

2011 2010 200tt

$ ~95,414 I'2,414.174 $ 2/87,503
73,672 64/17 51,754

231,902 234,148 ~ 48,679
3,659 14,655 46,814

$ 2,904,647 '1, $ 2,727,494 $ 2,434,750

20,903,908 19,385,055 18,529,696

g, $ 11.58 $ 11.73 'Q, $ 10.95

Averaae self-nav mottthlv chura — is defined as the monthly average of self-pay deactivations for the period divided by the average
number of self-pay subscribers for the period. Average self-pay churn for the year is the average of the quarterly average self-pay chmn.

Customer service and billing exnenses. Der averaae subscriber — is derived from total customer service and billing expenses,
excluding share-based payment expense and purchase price accounting adjustments associated with the Merger, divided by the number of
months in the period, divided by the daily weighted average number of subscribers for the period. We believe the exclusion of share-based
payment expense in our calculation ofcustomer service and billing expenses, per average subscriber, is useful given the significant variation in
cxpcnsc that can result from changes in the fair market value of our common stock, the etfcct of which is unrelated to thc operational
conditions that give rise to variations in the components of our customer service and billing noses. Pmchase price accounting adjustments
associated with the Merger include the elimination of the benefit associated with incremental shale-based payment arrangements tteognized at
the Merger date. Customer service and billing expenses, per average subscriber, is calculated as follows (in thousands, except for subscriber
and per subscriber amounts):

orner service and billing expenses (GAAP)
. share-based payment expense, net ofpurchase price accounting

adjustments
Add: purchase price accounting adjuslmcnts

Daily weighted average number of substTibers

Customer service and billing expenses, per average subscriber

(1,502)
"18 st

$ 258235
20,903,908, )]

$ 1.03

(2,207)
281 '~

$ 239,754

19,385.055

$ 1.03

(2,504)
453

'232,405

18.529,696

$ 1.05

ltnaudited
Fm'he Years Ended December 31.

2011 2010 2000

$ 259,719 $ 241,680 $ 234,456
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Free cash flow - is derived from cash flow provided by operating activities , capital expenditures and restricted and other investment
activit y. Free cash flow is calculated as follows (in thousands):

Unaudited

2011
. 'or th e Years Ended Decem ber Jt,

2010 2009

Net cash provi ded by operating activities
Additions to property and equipment
Restric ted and other investment activity

Free cash flow

543,630
(137,429)

9,541
$ 415 ,742

$ 5 12,895
(3 11,868)

9.454
$ 210,481

$ 433 ,830
(248,5 11)

$ 185,319

Nel1' "eh icle consumer conversion rate - is defined as the percentage of owners and lessees of new vehicles that receive our service
and conve rt to become se lf-paying subscribers after the initial promotion period. At the time satellite rad io enabled vehicles are sold or leased ,
the owners or lessees generally receive trial subscriptions ranging from three to twelve months. Promotional periods generally include the
period of tria l service plus 30 days to handle the receipt and processing of payments. We measure conversion rote three months after the period
in which the tria l service ends.

Subsc riber ac uisition cos er ross subscri be r a ddit ion - or SAC , per gross subscriber addition, is deri ved from subscriber
acquisi tion costs and margins from the direct sale of radios and accessories, exc luding share-based payment expense and purchase price
accounting adjustments, divided by the number of gross subscriber additions for the period. Purchase price acco unting adjustments associated
with the Merger include the elimination of the henefit of amortization of deferred credit'! on executory contracts recognized at the Merger date
attributable to an OEM. SAC , per gross subscriber addition, is calcu lated as follows (in thousands, except for subscriber and per subscri ber
amounts):

Unaudited

2011
For th e Yra"" Ended D""ember 31,

2010 2009

•
$ 340,506

(10,164)
6 1,164

$ 391 ,506

6,208 ,482

$ 63

$ 413 ,041
(36,074)
79,439

$ 456,406

7,768,827

$ 59

s 434,482
(37,956)
85,491

$ 482,017

8,696,020

$ 55

ubseriber acquisi tion costs (GMP)
Less: margin from direct sales of radios and accessories (GAAP)
Add : purchase price accounting adjustments

Gross subscriber additions

SAC , per gross subscriber addition

ITEM 7A. QUANTITATIVE AND QUALITA TI VE DISCLOSURE A BOUT MARKET RISKS

As of December 31,2011 , we did not have any derivative financial instruments. We do not hold or issue any free -standing deri vatives.
We hold investments in marketable securities consisting of money market fund s, and certificates of deposit and investments in debt and equi ty
securities of other entities. We classify our investments in marketable securities as available-for-sale. These securities are con sistent with the
investment objectives contained within our investment policy. The basic objectives of our investment policy are the preservation of capit al ,
maintaining sufficient liqu idity to meet operating requirements and maximizing y ield.

Our debt includes fixed rate instruments and the fair market value of our debt is sensitive to changes in interest rates. Under our current
policies, we do not use interes t rate derivative instru ments to manage our exposure to interest rate fluctuations.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMEN TARY VA 1;4

See Index to Conso lidated Financial Statements contained in Item 15 here in.

51

•

Free cash flow — is derived from cash flow provided by operating activities, capital ex~ditures and restricted and other investment
activity. Free cash flow is calculated as follows (in thousands):

Unaudited
For the Years Ended December 31

Net cash provided by operating activities
Additions to property and equipment

', Restricted and other investment activity
Free cash flow

2011

M $ 543,630
(137,429)~941,.9

$ 415 742

2010

$ 512,895 A
(311,868)

9.454, 0
$ 210 481

$ 433,830
(248,511)

$ 185 319

New vehicle consumer conversion rate — is defmed as the percentage of owners and lessees of new vehicles that receive our service
and convert to become self-paying subscribers after the initial promotion period. At the time satellite radio enabled vehicles are sold or leased,
the owners or lessees generally receive trial subscriptions ranging from thee to twelve months. Promotional periods generally include the
period of trial service plus 30 days to handle the receipt and processing of payments. We measure conversion rate three months after the period
in which the trial service ends.

Subscriber «c uisition cps er ross subscriber addition — or SAC, per gross subscriber addition, is derived from substviber
acquisition costs and margins from the direct sale of radios and accessories, excluding share-based payment expense and purchase price
accounting adjustments, divided by the number of gross subscriber additions for the period. Purchase price accounting adjustments associated
with the Merger include the elimination of the benefit of amorti7ation of deferred crtxlits on executory contracts recogni7ed at the Merger date
attributable to an OEM. SAC, per gross subscriber addition, is calculated as follows (in thousands, except for subscriber and per subscriber
amounts):

Unaudited
For the Yeoro Ended December 31

Subscriber acquisition costs (GAAP)
Less: margin from direct sales of radios and accessories (GAAP)
Add: purchase price accounting adjustments

Gross subscriber additions

SAC, per gross subscriber addition

2011 2010

g, $ 434,482 ~ $ 413,041
(37,956) (36,074)
85 491 79 439

$ 482,017 $ 456,406

[i, 8,696,020 P' 768,1127

5 55 $ 59

2009~ $ 340~.
(10,164)
61 164,

$ 391 506

6208482
$ 63

ITEM 7A. QUANTITATIVEAND QUALITA TIVE DISCLOSUREABOUTMAREET RISES

As of December 31, 2011, we did not have any derivative financial instruments. We do not hold or issue any free-standing derivatives.
We hold investments in marketable securities consisting of money market funds, and certificates of deposit and investments in debt and equity
securities of other entities. We classify our invesnnents in marketable securities as available-for-sale. 'I'hese securities are consistent with the
investment objectives contained within our invn~ent policy. The basic objectives ofour investment policy are the preservation of capital,
maintaining efficient liquidity to meet operating requirements and maximizing yield.

Our debt includes fixed rate instruments and the fair market value of our debt is sensitive to changes in interest rates. Under our current
policies, we do not use interest rate derivative instruments to manage our exposure to interest rate fluctuations.

ITEM 8. FINANCIAL STA TEMENTSAND SUPPLEMENTARY DA TA

See Index to Consolidated Financial Statements contained in Item 15 herein.
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ITEM 9.

None .

CHANGES IN A ND J)JSAGREEMENTS WITH ACCOUNTA N 7:fi ON A CCOUN TINfi AND FINANCIAL DISCLOSURE

~M 9A. CONTROLS AND PROCEDURES

~ntrols and Procedures

As of December 31,201 I, an evaluation was performed under the supervision and with the participation of our management, including
Mel Kannazin, our Chief Executive Officer , and David J. Frear, our Executive Vice President and Chief Financial Officer, of the effectiveness
of the design and operation of our disclosure controls and procedures (as that term is defined in Rule I3a-15(e) and 15d-15(e) under the
Securities Exchange Act) . Based on that evaluation, our management, including our Chief Executive Officer and our Chief Financial Officer,
concluded that our disclosure controls and procedures were effective as of December 31, 20 I I. There has been no change in our internal
control over financial reporting (as that term is defined in Rule I3a- I5(f) and I5d- I5(t) under the Securi ties Exchange Act) during the quarter
ended December 3 I, 20 I I that has materiall y affected, or is reasonabl y likely to materiall y affect , our internal control over financial reporting .

Managcment's Report on Internal Control over Financial Reporting

Our management is responsible for establishing and main taining adequate internal control over financial reporting as defined in Rule 13a
l5(f) under the Exchange Act. We have performed an evalua tion under the supervis ion and with the participation of our man agement, including
our Chief Execu tive Officer and our Chief Financial Officer, of the effectiveness of our interna l control over financial report ing. Our
management used the framework in Interna l Contro l-Integra ted Framewo rk issued by the Committee of Sponsoring Organizations to perform
this eva luation . Based on that eva luation , our management, including our Chief Executive Office r and Chief Financial Officer, concluded that
our internal control over financ ial report ing was effect ive as of December 3 I, 20 I I.

KPMG LLP, an independent registered public accounting finn , which has audited and reported on the consolidated financial statements
contained in this Annua l Report on Form IO-K, has issued its report on the effectiveness of our intemal control over financial reporting which
follows this report .

Audit Report of the Independent Registered Public Accounting Firm

The effectiveness of our internal control over financial report ing as of December 3 I, 20 I I has been audi ted by KPMG LLP, an
independent registered public accounting firm, as stated in their audit report appearing on page F-3 of this Annual Report on Form IO-K .

EM9B.

None.

•

OTHER INFORMATION
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ITEM 9. CHANGES INAND DISAGREEMENTS SVTH ACCOUNTANT S ONA CCOUNTINGAND FINANCIAI. DISCLOSURE

None.

M 9A. CONTROLSAND PROCEDURES

trois and Procedures

As of December 31, 2011, an evaluation was performed under the supervision and with the participation of our management, including
Mel Karmazin, our Chief Executive Officer, and David J. Frear, our Executive Vice President and Chief Financial Officer, of the et'fectiveness
of the design and operation of our disclosure controls and procedures (as that term is defined in Rule 13a-15(e) and 15d-15(e) under the
Securities Exchange Act). Based on that evaluation, our managinnent, including our Chief Executive OIIi~ and our Chiel'Financial Officer,
concluded that our disclosure controls and procedures were effective as of December 31, 2011. There has been no change in our internal
control over financial reporting (as that term is defined in Rule 13a-15(f) and 15d-15(f) under the Securities Exchange Act) during the quarter
ended December 31, 2011 that has materially affected, or is reasonably likely to materially affect, our internal contml over financial reporting.

Management's Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rule 13a-
15(f) under the Exchange Act. We have performed an evaluation under the supervision and with the participation of our management, including
our Chief Executive Officer and our Chief Financial Officer, of the effectiveness of our internal control over financial reporting. Our
management used the framework in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations to perform
this evaluation. Based on that evaluation, our management, including our Chief Executive Officer and Chief Financial Officer, concluded that
our internal control over financial reporting was effective as of December 31, 2011.

KPMG LLP, an independent registered public accounting firm, which has audited and reported on the consolidated financial statements
contained in this Annual Report on Form 10-K, has issued its report on the effectiveness of our internal control over financial reporting which
follows this report.

Audit Report of the Independent Registered Public Accounting Firm

The effectiveness of our internal control over financial reporting as of December 31, 2011 has been audited by KPMG LLP, an
independent registered public accounting firm, as stated in their audit report appearing on page F-3 of this Annual Report on Form 10-K.

9B. OTHER INFORMA TION

None.
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ITEM 10.

PART III

DIRECTORS, EXECUTI VE OFFI CERS AND CORPORA TE GOVERNANCE

The information required by this Item IO is incorporated in this report by reference to the applicable information in our definitive pro .
statement for the 2012 annual meeting of stockholders set forth under the captions Stuck Ownership , Governance ofthe Company. Item I .
Election ofCommon Stock Directors and Item 2. Ratification ofIndepe ndent Registered Public Accountants , which we expect to file with the
Securities and Exchange Commission prior to Apri l 30, 2012.

Code of Ethics

We have adopted a code of ethics that applies to all employees , including executive officers, and to directors. The Code of Ethics is
available on the Corporate Governance page of our webs ite at www.siriusxm.com. If we ever were to amend or waive any provision of our
Code of Ethics that applies to our principal executive officer, principal financial officer, principal accounting officer or any person performing
similar functions. we intend to satisfy our disclosure obligations with respect to any such waiver or amendment by posting such information on
our internet web site set forth above rather than filing a Form 8-K.

ITEM 11. EXECUTIVE COMPENSA TION

The information required by this Item I I is incorporated in this report by reference to the applicable information in our definitive proxy
stateme nt for the 2012 annua l meeting of stockho lders set forth under the captions Item I. Election ofCommon Stock Directors and Item 2.
Ratification ofIndependent Registered Public Accounta nts , which we expect 10 fil e with the Securi ties und Exchange Commi ssion prior [0

April 30, 2012.

ITEM 12. SECURITY OWNERSHIP OF CERTA IN BENEFICIAL OWNERS AND MANA GEMEN T AND RELA TEf)
STOCKHOLDER MA TrERS

Certuin information required by this item is set forth under the heading "Equity Compensation Plun Informution" in Part II, Item 5, of this
report .

The additio nal information required by this Item 12 is incorporated in this report by reference to the applicable inform ation in our
definitive proxy statement for the 2012 annual meeting of stockholders set forth under thc caption Stock Ownership , which we expect to file
with the Securi ties and Exchange Commission prior to April 30, 20 12.

ITEM 13. CERTAIN RELA TIONSHIPS AND RELA TED TRANSA CTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Item 13 is incorporated in this report by reference to the applicable informati on in our definit ive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions Governance 0/ the Company and Item I. Election 0/
Common Stock Directors which we expect to file with the Securities and Exchange Commi ssion prior to April 30, 2012 .

ITEM 14. PRINCIPAL A CCOUN TA N T FEES AND SERVICES

The information required by this Item 14 is incorporated in this report by reference to the applicable infonnution in our definitive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions Item 2. Ratification ofIndependent Registered Public
Accountants - Principal ACCOll11la11l Fees and Services , which we expect to file with the Securities and Exchange Commi ssion prior to
April 30, 2012 .
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PART I II

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORA TE GOVERNANCE

The information required by this Item 10 is incorporated in this report by reference to the applicable information in our detmitive pro.
statement for the 2012 annual meeting of stockholders set forth under the captions Stiick Ownership, Grivernrince of the Company, Item I.
Election ofCoinmon Stock Di i ectors and Item 2. Ratification ofIndependent Registered Publi c Accountants, which we expect to file ivith the
Securities and Exchange Commission prior to April 30, 2012.

Code of Ethics

We have adopted a code of ethics that applies to all employees, including executive officers, and to directors. The Code of Ethics is
available on the Corporate Governance page of our website at ww iv.siri usxm.cont. If ive ever were to amend or waive any provision of our
Code of Ethics that applies to our principal executive officer, principal financial officer, principal accounting officer or any person performing
similar functions, we intend to satisfy our disclosure obligations with respect to any such waiver or amendment by posting such information on
our internet website set forth above rather than filing a Form 8-K.

ITEM 11. EXECUTIVE COMPENSA TION

The information required by this Item 11 is incorporated in this report by reference to the applicable information in our definitive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions Item I. Election ofCommoir Stock Directors and ltein 2.

Ratification ofIndependent Registered PublioAccountants, which we expect to file with the Securities and Exchange Commission prior to
April 30, 2012.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND hfAiVA GEMENTAJVD RELA TED
STOCEHOLDER MA TTERS

Certain information required by this item is s»t forth und»r th» heading "Equity Compensation Plan Information" in Part 11, Item 5, of this
report.

The additional information required by this Item 12 is incorporated in this report by reference to the applicablc information in our
definitive proxy statement for the 2012 annual meeting of stockholders set forth under the caption Stock Ownership, which we expect to file
with the Securities and Exchange Commission prior to April 30, 2012.

ITEM 13. CERTAIN RELA TIONSHIPS AND RELA TED TRANSA CTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Item 13 is incorporated in this report by reference to the applicable information in our definitive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions Governance oftlie Cotnpai0 and Item I. Flection of
Common Stock Directors which we expect to file with the Securities and Exchange Commission prior to April 30, 2012.

ITEM 14. PRINCIPAL ACCOUIvTANT FEESAND SERVICES

The inl'ormation required by tins Item 14 is incorporated in this report by rcf»rene» to th» applicable information in our d»finitive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions Item 2. Ratification ofIndependent Registered Public
Accountants — Principal Accountant Fees and Services, which we expect to file with the Securities and Exchange Commission prior to
April 30, 2012.
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ITEM 15.

PART IV

EXHIBITS AND FINAN CIAL STATEMENT SCHEDULES

e uments filed as part of this report:

(1) Financial Statements. See Index to Consolidated Financial Statements appearing on page F-J.

(2) Financial Statement Schedules. Sec Index to Consolid ated Financial Statements appearing on page F-I .

(3) Exhibits, Sec Exhibit Index following this report, which is incorporated herein by reference.
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PART IV

ITEM 15. EXHIBITSAND FINANCIAL STA TRENT SCHEDULES

uments filed as part of this report:

(I ) Financial Stateinents. See Index to Consolidated Financial Statements appearing ou page F- l.

(2) Financial Statcmcnt Schedules. Scc Index to Consolidated Financial Statements appearing on page F- l.

(3) Exhibits. Scc I.xhibit Index following this rcport, which is incorporated hcrcin by rcfcrcncc.
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SIGNATU RES

•SIRIUS XM RADIO INC .

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly cau sed this report to
be signed on its behalf by the undersigned, thereunto du ly authorized on this 9th day of February 2012 .

By: lsi DAVID 1. F REAR

Dll\'id J . Frear
Executive Vice President and
Chief Financial Officer
(principal Ftnancial Officer)

Purs uant to the requirements of the Securities Exc hange Act of 1934 , this report has been signed below by the foll owing persons on
behalf of the registrant and in the capacities and on the date s indicated.

Sign al ur~

lsi E DDY W . H ARTENSTEIK

(Edd y W. Hartenstein)
Chai rma n of the Board of Directors and Director February 9, 20 12

lsi M EL K ARMAZIN

(Mel Karmazin)
Chief Executive Officer and Director (Principal
Executive Officer)

February 9, 20 12

lsi D AVID 1. FREAR

(David J. Frear)
Executive Vice President and Chief Financial
Officer
(Principal Financial Officer)

February 9. 20 12

lsi T HU:-t.<\S D. B ARRY

(Thomas D. Barr)')
enior Vice President and Controller

(Principal Accounting Officer)
Febru ary 9, 20 12

lsi .J OA N J.. A MRl.E

(J oan L. Amble)

lsi LEON D. BLACK

(Leon D. Black)

Director

Director

Febru ary 9, 20 12 .

February 9, 2012

lsi 0 AVID 1. A. FLOWERS

(Da" id J . A. Flowers)
Director February 9, 20 12

lsI LAWRENCE F. G ILBERTI

(Lawrence F. Gilberti)
Director February 9, 20 12

lsi J A.'fES P. HOLDEN

(J ames P. Holden)
Director February 9,20 12

lsi GREGORY B. MAFFEI

(G regory B. Maffei)
Director Februu ry 9, 2012
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized on this 9th day of February 2012.

SIRIUS XM RADIO INC.

By: /s/ D AvtD J. F REAR

David J. Frear
Executive Vice President and
Chief Financial Officer
(Principttl Financial Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Title Date

/s/ E DDY W. H ARTENSTEIN

(Eddy W. Hartenstein)
Chairman of the Board of Directors and Director February 9, 2012

/s/ M EL K ARMAZIN

(Mel Karm ttl.in)
Chief Executive Officer and Director (Principal
Executive Officer)

Febrtiary 9, 2012

/s/ D AvID J. F REAR

(David J. Frear)
Executive Vice President and Chief Financial
Officer
(Principal Financial Officer)

February 9, 2012

/s/ T HtihtAS D. B ARRY

(Thomas D. Barry)
Senior Vice Pre=ident and Controller
(Principal Accounting Oificer)

February 9, 2012

/s/ J OAN I,. A hfBI.E

(Joan L Atnble)
Director February 9, 2012

/s/ L EON D. B LACK

(Leon D. Black)
Director Februtuy 9, 2012

/s/ D AvID J. A. F LowERS

(David J. A. Flowers)
Director February 9, 2012

/s/ L AWRFNcF. F. G II.BERTI

(Lawrence F. Gilberti)
Director February 9, 2012

/s/ J AMEs P. H oLDEN

(James P. Holden)
Director February 9, 2012

/s/ G REGORY B. M AFFEI

(Gregory B. Maffci)
Director
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,-hn C. Malone)
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(James F. Mooney)
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(Jack Shaw)

lsi C ARL V OGEL

(Carl Vog el)
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Reports of Independent Registered Public Accounting Firm
Consolidated Statements of Operations for the years ended December 31, 2011 , 2010 and 2009
Consolidated Balance Sheets as of December 31, 20 II and 20 I0
Consolidated Statements of Stockholders' Equity and Comprehensive Income (Loss) for the years ended December 31, 20 II , 20 I0

and 2009
Consolidated Statements of Cash Flows for the years ended December 3] , 20] l , 20 I0 and 2009
Notes to Consolidated Financial Statements .
Schedule II - Schedule of Valuation and Qualifying Accounts
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Reports of Independent Registered Public Accounting Firm
Consolidated Statements of Operations for the years ended December 31, 2011, 2010 and 2009
Consolidated Balance Sheets as of December 31, 2011 and 2010
Consolidated Statements of Stockholders'quity and Comprehensive Income (Loss) for the years ended December 31, 2011, 2010

and 2009
Consolidated Statements of Cash Flows for the years ended December 31, 2011, 2010 and 2009
Notes to Consolidated Financial Statements
Schcdulc II — Schedule of Valuation and Qualifying Accounts
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Report of Independent Registe red Public Accou nting Firm

The Board of Directors and Stockholders
·us XM Radio Inc. and subsidiaries:

We have audited the accompanying consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as of December 31, 20 II and
20 10, and the related consolidated statements of operations, stockholders ' equity and comprehensive income (loss) , and cash flows for each of
the years in the three-year period ended December 31, 20 II . In connec tion with our audits of the consolidated financia l statements, we also
have audited the financial statemen t sched ule listed in 1lt:1I\ 15(2). These consolidated financial statemen ts and financial statement schedule an:
the responsibility of the Compan y's management . Our responsibility is to express an opinion on these consolidated financial statements and
financial statement schedule based on our audits.

We conducted our audits in accordance with the standard s of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a lest basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management , as well as evaluating thc overall
financial statement presentat ion. We believe that our audit'> provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Sirius XM Radio Inc. and subsidiaries as of Decemher 31, 20 I I and 20 I0, and the results of their operations and their cash flows for each of
the years in the three-year period ended December 31, 2011, in conformity with U.S. genera lly accepted accounting princip les. Also in our
opinion, the related financial statement schedu le, when conside red in relation to the basic consolidated financial statements taken as a whole,
presents fairly, in all material respects, the information sel forth therein .

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), irius XM
Radio Inc. and subsidiaries ' internal control over linancial reportin g as of December 31,2011 , based on criteria established in Internal Control
- Integrated Framework issued hy the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated
February 9, 2012 expressed an unqual ified opinion on the effectiveness of the Company 's internal contro l over financial reporting .

lsi KPMG LLP

New York, New York
February 9, 2012

•

•
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Report of Independent Registered Public Accounting Firm

The 13oard of Directors and Stockholders
" 'us XM Radio Inc. and subsidiaries:

We have audited the accompanying consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as of December 31, 2011 and
2010, and the related consolidated statements of operations, stockholders'quity and comprehensive income (loss), and cash flows for each of
the years in the three-year period ended December 31, 2011. In connection with our audits of the consolidated financial statements, we also
have audited the financial statement schedule listed in Item 15(2). These consolidated I'inancial statements and I'inancial statement schedule are
the responsibility of the Company's management. Our responsibility is to express an opinion on these consolidated financial statements and
financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Hoard (United States). Those
standards require that we plan and perform thc audit to obtain reasonable assurance about whether the financial stateinents are free of material
misstatemenL An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing thc accounting principles used and significant cstimatcs made by management, as well as evaluating thc overall
financial statement presentation. We believe that our audits proride a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Sirius XM Radio Inc. and subsidiaries as of December 31, 2011 and 2010, and the results of their operations and their cash flows for each of
the years in the three-year period ended December 31, 2011, in conformity with U.S. generally accepted accounting principles. Also in our
opinion, the related financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole,
presents fairly, in all material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Sirius XM
Radio Inc. and subsidiaries'nternal control over imancial reporting as of December 31, 2011, based on criteria established in Internal Control
— Integrated Frantewodc issued by thc Committee of Sponsoring Organizations of thc Trcadway Commission (COSO), and our rcport dated
February 9, 2012 expressed an unqualified opinion on the effectiveness of the Company's internal control over fiuancial reporting.

/s/ KPMG LLP

New York, New York
February 9, 2012
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Report of Independ ent Registered Publi c Acco unting Firm

•
The Board of Directors and Stockhol ders

irius XM Radio Inc. and subsidiaries:

Wc have audited Sirius XM Radio Inc. and subs idiaries ' internal control over financia l reporting as of December 3 I, 20 I I, based on
criteria established in Internal Comrol - Integrated Framework issued by the Committee of Sponsori ng Organizations of the Treadway
Commission (COSO). Sirius XM Radio Inc. 's management is responsible for maintaining effective internal contro l over financia l reporting and
fur its assessment uf the effect iveness uf internal control over financial repo rting, included in the accompany ing Managements Report Oil

Internal Control over Final/cia! Repo rting . Our responsibili ty is to express an opinion on the Company 's internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Hoard (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effecti ve internal con trol over financial
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financia l reporting,
assessing the risk that a material weakness exist s, and testing and evaluating the design and operating effectiveness of internal control based on
the assessed risk . Our audit also included performing such other proced ures as we considered necessary in the circumstances. We believe that
our audit prov ides a reasona ble basis for our opinion.

A comp any 's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparat ion of financial statements for external purposes in accordance with genera lly accepted accounting
pri nciples, A comp any 's internal control over financial reporting includes those polic ies and procedures that (I ) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflec t the transac tions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit prepuration of financial statements in accordance with generally
accepted accounting princi ples, and that receipts and expenditures of the company are be ing made only in accordance with authorization s of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or time ly detection of unauthorized
acquisition, use , or disposition of the company 's assets that cou ld have a material effec t on the financial statements.

Because of its inherent limitations, internal control over financial repo rting may not prevent or detect miss tatements. Also, projections of
any evaluation of effectiveness to future periods are subjec t to the risk that controls may become inadequate because of changes in conditions,
or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Sirius XM Radio Inc. and subsidiaries mainta ined, in all material respects, effective internal control over financia l
reporting as of December 3 I, 20 I I, based on criteria established in Internal COll1rol - Integrated Framework issued by the Committee of •

ponsoring Organiza tions of the Treadway Commission (COSO) .

We also have audited , in accordance with the standards of the Public Company Accounting Oversight Hoard (Uni ted States), the
consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as of December 3 I, 20 I I and 20 10, and the related consolidated
statements of operations. stockholders ' equity and comprehensive income (loss), and cash flows for each of the years in the three-year period
ended December 31, 20 I I, and our report dated February 9, 20 12 expressed an unqualified opi nion on those consolidated financia l statements.

lsi KPMG I.I.P

New York, New York
February 9, 2012
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Report of Independent Registered Public Accounting Firm

The 13oard of Directors and Stockholders
Sirius XM Radio Inc. and subsidiaries:

We have audited Sirius XM Radio Inc. and subsidiaries'nternal control over financial reporting as of December 31, 2011, based on
criteria established in Intertial Cotrtrol — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). Sirius XM Radio Inc.'s management is responsible for maintaining effective internal control over imancial reporting and
1'or its assessment of the cfi'ectiveness of internal control over financial reportintt, included in ihe accompanying hfanugetttent 's Report on
Internal Contt ol over Financial Repotting . Our responsibility is to express an opinion on the Company's internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Hoard (United States). 'I'hose
standards require that we plan and perform the audit to obiain reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of inicrnal control based on
the assessed risk. Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion.

A company's intcmal contml over financial reporting is a process dcsigncd to pmvidc rcasonablc assurance regarding thc reliability of
linancial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal control over financial reporting includes those policies and procedures that (I) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
managemeni and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company 's assets that could have a material effect on the financial statements.

Hecause of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions,
or that the degree ol'ompliance with the policies or procedures may deteriorate.

In our opinion, Sirius XM Radio Inc. and subsidiaries maintained, in all material respects, effective internal conuol over financial
reporting as of December 31, 2011, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO).

Wc also have audited, in accordance with thc standards of thc Public Company Accounting Oversight Board (IJnitcd States), thc
consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as of December 31, 2011 and 2010, and the related consolidated
statenients of operations, stockholders'quity and comprehensive income (loss), and cash flows for each of the years in the three-year period
ended December 31, 2011, and our report dated February 9, 2012 expressed an unqualified opinion on those consolidated financial statements.

ls/ KPMO I.I.P

New York, New York
February 9, 2012
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSO LIDATED STATEMENTS OF OPERATIONS

For the Years Ended December 3 1.
2011 2010 2009

ousands, except per share data)

Revenue:
Subscriber revenue $2,595,414 $2,414,174 $2,287,503
Adve rtising revenue , net of agency fees 73,672 64 ,517 51,754
Equipment revenue 71,05 I 71,355 50,352
Other revenue 274,387 266 .946 83,029

Total revenue 3,014 ,524 2,816,992 2,472,638
Operating expenses:

Cost of serv ices :
Revenue share and royalties 471 ,149 435,4 10 397,210
Programming and content 28 1,234 305,9 14 308,121
Customer service and billin g 259 ,719 241 ,680 234,456
Satellite and transmission 75,902 80,947 84 ,033
Cost of equipment 33,095 35,28 1 40 ,188

Subscriber acquisition costs 434 ,482 413 ,041 340,506
Sales and marketing 222,773 2 15,454 228,956
Engineering, design and development 53,435 45,390 41,03 1
Genera l and administrative 238 ,738 240,970 227,554
Depreciation and amort ization 267,880 273,691 309,450
Restructuring, impairments and related costs 63 ,800 32,807

Total operating expenses 2.338,407 2,351 ,578 2.244,312
Income from operations 676,117 465,414 228,326

Other income (expense) :
Interest expense, net of amounts capitalized (304,938) (295,643) (3 15,668)
Loss on extinguishment of dcht and credit facilities, net (7,206) (120,120) (267,646)
Intere st and investment income (loss) 73,970 (5,375) 5,576
Other income 3,252 3,399 3,355
al other expense (234 ,922 ) (417 ,739) (574,383)
me (loss) before income taxes 441 ,195 47,675 (346,057)

come tax expense (14,234 ) (4,620) (5,98 1)
Net income (loss) 426 ,961 43,055 (352.038)

Preferred stock beneficial conversion feature 086.188)
Net income (loss) attributable to common stockholders $ 426,961 s 43,055 $ (538.226)

Net income (loss) per common share:
Basic $ 0.11 s 0.01 $ (0. 15)

Dilu ted $ 0.07 s 0.0 1 $ (0.15)

Weighted average common shares outstanding:
Basic 3,744,606 3,693,259 3,585,864

Diluted 6,500,822 6,39 1,07 1 3.585,864

See accompanying notes to the consolidated fmancial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

2011
Far ibe Years Ended December 3l

2010
exeeptpersharedata)

Revenue:
Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue ~

Total revenue
Operating expenses:

Cost of services:
Revenue share and royalties
Programming and content
Customer service and billing
Satellite and transmission
Cost of cquipmcnt

Subscriber acquisition costs
!'ales and marketing

Engineering, design and development
General and administrative-
Depreciation and amortization
Restructuring, impairments and related costs

Total operating expenses
~ Income from operations
Other income (expense):

Interest expense, net of amounts capitalized ~:
I.oss on extinguishment of debt and credit facilitics, nct
Interest and investment income (loss)
Other income

other expense
(loss) before income taxes
tax expense ~~'I

Net income (loss)
Preferred stock beneficial conversion feature

Net incoine (loss) attributable to common stockholders
Net incoine (loss) per common share:

Basic

g Diluted

Weighted average common shares outstanding:
Basic

Diluted

274 387 .Ill, 266 946,il
3,014.524 2,816,992

83 029
2,472,638

471,149
281/34
259,719

75,902
33,095

434,482
222,773

53,435
238,738,!
267,880

2 338 407
676,117

(304,938)
(7,206)
73,970

3 252~', ~234 922)
441,195

II ~14234
426 961

!I ill

$ 426,961

$ 0.1 1

g $ o.o7, II,I

435,410
305,914
241,680

80,947
35,281

413,041
215,454

45,390
240,970
273,691
63 800,Il

2351 578
465,414 '1,

(295,643)
(120,] 20)

(5,375)
3 399

~417 739
47,675

4 620
43,055

$ 43,055

$ 0.01

$ 0.01

397,210
308,121

!I 234,456
84,033~ 40,188

340,506
228,956

41,031
227,554
309,450

32 807,
2.244 312

228.326

(315,668)
(267,646)

5,576
3,355

~574 383

(346,057)
~59tll
~352 038
~186 188

~$ 538,226

~$ 0. 15

~$ 0. 15

3,744,606, i] '!, 3,693,259
6 500,822 6,391 071

3,585,864

3.585.864

, Il

$2,595,414 $2,414,174 $2/87,503~ . 73,672 !qatar. 64,517... 4'1,754
71,051 71,355 50,352

See accompanying notes to the consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(in thousands, except sha re and per share data)
ASSe,S

orlk'O'm~
2 11 2010

Curren t assets :
Cash and cash equivalents
Accounts rece ivab le, net
Receivables from distributors
Inventory, net
Prepaid ~pen.""
Related part y current assets
Deferred tax a<set
Other current as ets

Total current assets
Property and equipment, net
Long-term restricted investments
Deferred fmancing fees , net
Intangible assets, nel
Goodwill
Related party long-term assets
Other long-term assets

Total assets

LIABILITIES M'D STOCKHOLDERS' EQ In'
Current liabilities:

Account> payable and accrued expenses
Accrued interest
Cum:nt port ion ofdeferred reven ue
Curren t portion ofdeferred credit on executory contracts
Currenl maturities of long-term debt
Related party current liabilities

Total currcnlliabilities
Deferr ed revenue
Deferred credit on execu tory contract.
Long -term debt
Lon g-term related pari}' debt
Deferred tax liability
Related pari}' long-term liabilities
Other long-term liabilities

Tota l liabiliti es
Co mmitments and contingenci (Note 17)
Stockholders"equity:

Preferred stock, par value $0.001 : 50,000.000 authorized al December 3 1. 2011 and 2010; Series A convertible preferred stock; no ha rc&
issued and outstanding at December 31, 2011 and 2010
Convert ible perpetual preferred stock, series B-1 (liquidation preference of $0 .00 1 per hare at December 3 1,2011 and 20 10) ; 12,500 ,000

shares issued and outstanding al December 31, 201 1 and 2010
Convert ible preferred stock, series C junior; no shares issued and outstanding at December 3 1,20 I I and 20 10

Common stock, par valu e $0.001 ; 9,000 ,000 ,000 shares authorized at December 3 1. 20 II and 2010 ; 3,7S3,20 1,929 and 3.933 , 195. 112 har es
issued and outstanding at December 3 1,201 I and 20 10. respective ly

Accumulated other comprehensive income (loss), nel of tax
Additional paid-in capital
Accumulated deficit

Total stockholders' equil)'

Total liabilities and stockholders" equity

See accompanying notes to the consolidated financial statements.

F-S

m ,990
10l ,70S
84,817
36,7 11

115 ,967
14,702

132,727
6,33S

1,276,954
1,673 ,9 19

3,973
42,046

2,S73,6311
1,834,856

54,953
3S,657

$ 7.495.996

s 543,19 3
70,405

1,333,96 5
2114,108

1,623
14,302

2,247 ,S96
198,13S
2 18, 199

2,683 ,S63
328,718

1,011 ,084
2 1,741
82.74 5

6.791.85 I

13

3,753
71

10,484 ,400
(9.784,092)

704 ,14 5

$ 7495,996

s 586 ,691
12 1,658
67,S76
2 1,9 18

1 ~4,99.J

6,719
44 ,787

7.432
99 1,775

1,76 1,274
3,396

54, I3S
2,632, 6118
1,834 ,856

33,47S
71.487

$ 7 ~83.0116

s S93,174
72,4S3

1,20 1,346
27 I,1l76
195,81 5

15.84 5

2.34 9,709
273,9 73
S08,Ol2

2,695,856
315, 90 7
9 14,637

24,S I
82

7. 17S.

13

3,933
(5,861 )

10,420 .604
(10.211.05 3)

207,636

$ 7.~83.086
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

As of December 31
2011 2010

e data)(in rhousonds, except shore ondper shor

Cunent assets:
Cash and cash equivalents ...
Accounts rcccivable, nct

; j I Rcccivabks from distiibutom
Inventory, net

J J, Prepaid CScpcn res
Related party cmrent assetsI I Dcfcircil tan asset
Other cmrent assets

Tot4ll 2:llrtcnt assets
Property and cquipmcnt, net
Lang-term rcstncted mvestments
Deferred fmancing fees, net
Intangible assets, nct
Goodwill
Rotated party Iong-term assets
Other long~ assets

Total assets

ASSETS

$ 773P90
101,705~ 84,817
36,711

lt, 12S,967
14,702~, 132,727~6! I

II'~Gp54 .

1,673P19
3P73 Q

42,046
Ii, 2,573,638

1,834.856
, 54P53, lI

'.I5 6\7
9 7495996

$ 586,691
121,658
67,576

'1,918

l 34,994,
6,719

44,787
7 4'42

99! 775.
1,761,274

3@96
54,135

2,632,688
1,834,$56
',, 33,475',

71.487
li, $ 7383 086

LIABILITIES AÃD STOCIiHOLDERS'QUITY
Curreat liabilities: .

Accounts payable and accrued expensos
I, Accrued interest

Current portion ofdefencd revenue
I Current poitioo ofdeferred credit on~ contracts

Cuncnt maturities of long-term debt
Related party current liabilities

Total current liabihtics
Deferred reveaue
Deferred credit oa executory contracts
Long~ debt ~
Long-tenn related party debt
Deferred tax liability ~E
Related party long-tssm liabilities
Other long-term liabilities

Total habiTities
Commitmcnis and contingencies (Note 17)
StockhoMers'quity:

Preferred stock, par value $0.001: 50,000.000 authorized at Deccmbcr 31, 2011 and 2010: Scrics A convcrbbk preferred stock; no shares
issued and outstanding at Deccmbcr 31, 2011 and 2010 ~.
Convmtibk perpetual preferred stock, eerier B-I (hquidatioa prefercace of $0.001 per sharc at December 31, 2011 and 2010); 12+00,000

shares issued and outstanding at December 31, 2011 and 2010
Convcrtibk preferred stock, series C junior, no shares issued and outstanding at December 3 I, 2011 and 2010

Commoo stock, par value $0.001; 9,000,000,000 shares a tborizcd at Dcccmbcr 31, 2011 snd 2010; 3,753~1,929 and 3P33,195,112 shares
issued and outstanding at December 31, 2011 and 2010, respectively

Accumulated other compreheosivc income (loss), net of tice
Additional paid-in capitalI Accumulated deficit

Total stockhohlcrs'quity
Total liabilities and stockholders'quity

$ 543,193
W 7O,4OS

1333,965
284,108

1,623~34 02
~7/96

WI 198,13S
21$,199

2,683~3
32$,78$

1.011.0$4
21,741

L Sa745
6.791.8S I

13

3,753
'll Ill

10,484,400
~97B4 0925

704 !4 I
3 7495956 4

'$593,174
72,453

1,201,346+ 271,076
195,815

0, II 945

2349.709
273P73
508,012

2,69S,856
325,907
914,637

24,51

7 175

13

3,933
II, (5,$61&

10,420,604
~IQ 2!1 0 53

207 636
3 7 43'!046

See accompanying notes to the consolidated financial statements.



SIRIUS XM RADI O INC. AND SUBSIDIARIES

CO SOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
AND COMPREHE SWE INCOME (LOSS)• Co nv erti b le Accu m ula ted

Perpetual Other Total
Series A Convertible Preferred Stock. Co m prehe nsi ve Addi tio na l Accu mula ted Stockho lders'

P referred Stock Series 8-1 Co m m on Stock Pai d -in
Sharn A m ou nt Slun.s mo .nt Sh:lr~ Amou nt Incom e (I .....) Ca pital n..·rlcit F..q uitv

(in thousands, except share and per share data)
Balance al Janu ary 1. 2009 24,808.959 s 25 s 3,65 1,765,&37 s 3,652 s (7,87 1) 9.795.95 1 s (9.715,882) s 75.875
Xet los a (352.038 ) (352,038)
Other comprehensive loss:

Unrea lized gain on available-for-sale
securities 473 473

Foreign currency translation
adjustment, net of tax of $ 110 817 817

Tota l comprehensive loss (3 50.748)
Issuance of preferred stock - related

part y. net of issuance cos ts 12,500,000 13 410 ,179 (186 ,188) 224,004
Issuance of common stock 10 em ployees

and employee benefit plans, nel of
forfeitures 8,511 ,009 8 2,622 2,630

Structuring fee on 10% Senior PIK
Secured Notes due 2011 59,17&,819 59 5,859 5~Q18

Share-based payment expense 7 1,388 71,388
Returned shares under share borrow

agreements (60 ,000 ,00 0) (60) 60
Issuance of restric ted stock units in

sati sfaction of accrued compensa tion 83,803,422 84 3 1,20 7 3 1,291
Exchange of2.5 % Co nvertib le Noles

due 200 9, including accrued interest 139.400..000 ~ 35.025 35. 164
Balance at Decem ber 3 1, 2009 24,808,9S9 s 25 12,500 ,000 s 13 3,882,659,08 7 s 3,882 s (6,58 1) SI 0,3 52.291 S ( 10, 254, 108) s 95,522
~ ·et income 43,055 43,055
Oth er comprehens ive income:

Unre alized gain on available-for-sale
securities 469 469

Foreign currency tran slat ion
adju tment, nel of lax of $63 251 25 1

ToL, 1com prehens ive income 43 ,77 5
an ce of common stock to employees

d employee benefit plans. nel of
orfeitures 6,175 .08 9 6 5.265 5.271

iare -based paymen t ex pens e 52229 52,229
Exerc ise of opt ions and ves ting of

restricted stock units 19,551,977 20 10,819 10,839
Convers ion of preferred stock 10

common stock (24.808.959)~ 24.808.959 __2_5

Balance at December 3 1, 2010 S 12,500,000 s 13 3,933, 195,112 S 3,933 s (5,86 1) SI0,42O,604 I> (10,2 11.053 ) S 207 ,636
•·ct income 426,96 1 426 ,961
Other comprehens ive income:

Realized loss on XM Can ada
inve stment foreign currency
trans lat ion adjustm ent 6,072 6,072

Foreign currency translation
adjustment, nel of lax of S11 ( 140) (\40)

Total comprehensive income 432,893
Issuance of common stock 10 em ployees

and employee benefit plans , nel of
forfeitures 1,88 2,801 2 3,480 3,48 2

Share-based payment expense 48,581 48 .581
Exerc ise of options and vesting of

restricted stoc k un its 13,40 1,04 8 13 11,540 11,5S3
Issuance of common stock upon exer cise

of warrants 7.122.951 7 (7)
Return ofshares und er share borrow

agreements (202.399.983) --GW 202

Balance at December 3 1, 20 11 S 12.500.000 $ 13 3.753. 20 1.929 S 3.753 I> 71 $10.484,400 s (9.784.092) s 704 .145

See accompanying notes to the consol idated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS'QUITY
AND COMPREHENSIVE INCOME (LOSS)

(in thousands. except share andper share
Balance at January I, 2009
Net loss
Other comprchcnsivc loss:

I:nrcalizcd gain on availabk-for~k
sccuritics

Fineign cmrency translation
adjustment, net of tax of8 I 10

Total comprehensive loss
Issuance ofprefened stock — related

party, net of issuance costs
Issuance of common stock to employees

and employee benefit plans, net of
forfeitures

Structuring fee on 10%) Senior PIK
Secured Notes due 2011

Share+ascd payment expense
Returned shares under share borrow

agfectueats
Issuance of restricted stock units in

satisfaction of accrued compensation
Exchange of 2.54)h Convirtible Notes

duc 2009, including accrued interest
Balance at December 31, 2009
Net income
Other comprchcnsivc income:

Cnreabzcd gain on available-for~k
. sccuritics

Foreign currency translation
adjustment, net of tax of $63

Total comprehensive income
of common stock to employees

empkyee benefit plans, net of

Series A Convertible
Preferred Stock

Shares Amount
data/

24,8084)59 $ 25

Convertible
Perpetual

Preferred Stock,
Series B-1

Shares Amount

S - 3+51,765,&37 $ 3,652 S (7,871) S 9,795 $)51 $ (9,715,$82) $ - 75,875
(352,038) (352,038)

1~,000 13

&17

410,179

473

817
(350,748)

[!

'186,188) 224,004

~(

— J

&,511,009

59,17&+ 19

8

I'9

(60,000,000) (60)

?„622

3+~ 5.$59
71,388p'0

5 (ng
71/88

83,$03,422 84
— .r

139.400 000 139

24,80$,959 $ 25 1~,000 S 13 3,882,659,0$7 $ 3,$$2 S

31~7 3~1
35.025 35 164

(6,S81) 8 ID 452M( 8 (IDOSD,IM) 8 95,522
43.055 - + 43,055

251

43,775

Accumulated
Other Total

Com prehensive Additional Accumulated Stockholders'ommon

Stock Paid-is
O- 4 .I ~( ~ ~r ~ 0 8 '99v

',I, ~4.808.959 ~5
payment expense,

Excrcisc ofoptions and vesting of
resbictcd stock units

Conversion ofprefened stock to
common stock

Balance at December 31, 2010
Nct income - . oi
Other comprehensive income:

Realized loss on Xlvi Canada
investment foreign cmrency
translation adjustment

Foreign currency translation
adjustment, net of tax of $ 11

Total comprehensive income
Issuance of common stock to cmployccs

and employee benefit plans, net of
forfeitures

Share-based payment cxpeme
Exercise of options and vesting of

rcstrictcd stock units
Issuance of common stock upon exercise
~- of warrants
Rctum of shares under share borrow

agreements
Babmcc at December 31, 2011

6,175,089 6
'I

19,551 ()77 20

24 808 959 25

12,500,DM 8 13 3233,19S,(12 8 O)3 $
I

1,8$2,801 2

13,401,048 13

~202399 983) ~202
12.500.000 S 13 3.753.201.929 S ".753 $

5~5 5,2715~
10,$ 19

I
10,839

6,072 6,072

(140) ~140
432,893

3,480
48,581 ) I!

3,4$2
4&,581

'

L540

(7)

I I+53

202
31 5 ID.484.0I(l ~$ 00958452.704.145

(5,861) $10,420,604 $ (10+11,053) S 207,636
*

426P61 (, '26 961

See accompanying notes to the consolidated financial statements.



SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

For lh" Yun End l'd Dl-n....brr 3 1, •
2 II 2010 2009

(in thousands}

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided b operating act ivities :

Depreciation and amortization
Non-ca sh intere st expense, net of amort ization of premium
Provision for doubtful accoun ts
Restructuring, impairments and related costs
Amortization of deferred income related to equ ity method investment
Loss on extinguishment of debt and credit facil ities, net
Gain on merger of unconsolidated entiti es
Loss on unconsolidated entity investments, net
Loss on disposal of assets
Share-based payment expense
Deferred income taxes
Other non-cash purchase price adjustments
Distribution from investment in uncon solidated entity
Changes in operating assets and liabilities:

Accounts receivable
Rece ivables from distributors
Inventory
Related party asset s
Prepaid expenses and other curren t asse ts
Other long-term assets
Accounts payable and accrued expenses
Accrued intere st
Deferred revenue
Related party liabilities
Other long-term liabilities

Net cash provided h ' operating act ivities
Cash flows from invest ing activities:

Additions to property and equipment
Purchase of restricted investments
Sale of restrict ed and other investments
Release of restricted investments
Return of capital from investment in unconsolidated entity

Net cash used in investing activities
Cash flows from financing activities:

Proceeds from exereise of stock options
Preferred stock issuance, net of costs
Long-term borrowings, net of costs
Related party long-term borrowings, net of costs
Payment of prem iums on redemption of debt
Repayment of long-term borrowings
Repayment of related party long-term borrowing s

Net cash used in financing activ ities
Net increase in cash and cash equivalent s
Cash and cash equivalents at beginning of period
Cash and cash equivalent s at end of period

$ 426,96 1

267,880
39,515
33,164

(2,776)
7,206

(75,768)
6.520

269
53,190

8,264
(275,338)

4,849

(13,2 11)
(17,24 1)
(14,793)
30,036

8,525
36,490

(32,010)
(2,048)
55,336
(1,542)

152
543,Il30

(137,429)
(826)

250
10.117

(127,888)

11 ,553

(5,020)
(234,976)

(228,443)
187,299
586,691

$ 773,990

$ 43,055 $(352,038)

273,691 309,450
42,841 43,066
32,379 30,602
66,731 26,964
(2,776) (2,776)

120,120 267,646

11,722 13,664
1,017

60,437 73,981
2,308 4,359

(250,727) (202,054)

(39,236) (42,158)
(11,023) (2,788)

(5,725) 8,269
(9,803) 15,305
75,374 10,027
17,671 86,674
5,420 (46,645)
(884) 2,429

133,444 93,578
(53,4 13) 50,172

272 461
512,895 411,81t,

(311,868) (248,511)

9,454

(302,4 14) (248,51 1)

10,839
(3,712)

1,274,707 582,612
196,118 362,593
(84,326) (17,075)

(1,262,396) (755,447)
(142,221) (35 1,247)

(7,279) (1 82,276)
203,202 3,043
383,489 380,446

$ 586,691 $ 383,489

See accompanying notes to the consolidated financial statements .
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

For ttte Years Ktuiesi aeeesuber 3l
zait zata

(in thousands)
Cash flows from operating activities: M

Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided by operating activities

Depreciation and amortization
Non~ interest expense, nct of amortization ofpremium
Provision for doubtful accounts

~ Restructuring, impairments and related costs g~ .

Amortization of deferred income related to equity method investment
~ Loss on extinguishment of debt and credit facilities, net

Gain on merger of unconsolidated entities~ Loss on unconsolidated entity investmcats, net
Loss on disposal of assets
Share-based payment expense
Defcrrcd income taxes
Other nca-cash purchase price adjustments
Distribution &om investment in unconsolidated entity

Q Changes in operating assets and liabilities:
Accounts receivable
Receivables from distributors M
Inventory
Related party assets ~
Prepaid expenses and other current assets

~ Other long-tenn assets ~,
Accounts payable and accrued expenses
Accrued interest~
Deferred revenue+ Q Related party liabilities, ~'therlong-tenn liabilities

"+ Net cash provided by operatiiig activities
Cash flows from investing activities:
F Additions to property and equipment

Purchase of restricted investments
g Sale of restricted and other investments

Rclcam of restricted invcstmcnts
g Return of capital &om investment in unconsolidated entity M

Net cash used in investing activities
Cash floivs from financing activities: + '+ 'roceedsfrom exercise of stock options

Preferred stock issuance, net of costs M
Long-tenn borrowings, nct of costs

g Related party long-term borrowings, net of costs ~
Payment of premiums on redemption ofdebt
Repayment of long-tean borrowings
Repayment of related party long-term bomowings

Net cash used in financing activities
Net increase in cash aad cash equivalents
Cash and cash equivalents at beginning of period ~
Cash and cash equivalents at end of period

S 426,961

267,880
39/15
33,164

tt ~
(2,776)
7/06

~'75,768)

6,520 „"

269
53,19O',3
8+64

(27533$)
4,&49

(13+ I I)
(17241)
(14,793)
30,036

8,525
36.49O d

(32,010)
0, (2,04&)

55.336
~ (I,542)

152
543,630

iL (137.429)
(826)

250
10,117, ',

(127,888)

11,553

(5,020)
(234.976)

(228,443)
187+99
586,691 „,

S 773,990

(39+36)
(11,023)
(5,725)

It, (9,803)
75/74
17.671 '„

5,420
(&&4)

133,444
V'53 413)

272
512,895

S(352,038)

309,450~ 43,066
30,602
26,964
(2,776)

267,646

,
13,664

73,981
4,359

(202,054)

(42,158)
(2,788)
8,269

I5/05
10,027
&6,674 .

(46,645)
~ ~2,429

93,578
W 5O17

461
4%3.$ .

(311.868)

+ 9,454$

(248/11)

(302,414) (248,511)

10,$39
r.

12.74,707
196,11$
(84,326)

(1+62,396)
(142,221)

(7,279)
203302
383.489

S 586,691

(3,712).,
582,612

g 362,593
(17,075)4g (755,447)

051,247)
(182,276)

3,043
3$0,446,

S 3$3,489

S 43,055

273,691
I'2841

3~79
66,731 +
(2,776)~ 120,120 3

,l 11.722
1,017

60,437,
~

2/0$
(250,727)

See accompanying notes to the consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS - (Continued)

• For t he Yean Ended December 31,
2011 2010 2009

(in thousands)

upplemental Disclosure of Cash and on-Cash Flow Information
Cash paid during the period for:

Interest, net of amounts capitalized
Non-cash investing and financing activities : .

Share-based payments in satisfaction of accrued compensation
Common stock issued in exchange of 2.5% Convertible Notes due

2009 including, accrued interest
Structuring fee on 10"/0 Senior PIK Secured Notes due 2011
Preferred stock issued to Liberty Media
Release of restricted investment s
In-orbit satellite performance incentive
Sale-leaseback of equipment
Common stock issuance upon exercise of warrants
Conversion of Series A preferred stock to common stock

•

See accompanying notes to the consolidated financial statements.
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$258,676 $24 1,160 $257,328

$ $ $ 31,291

$ $ $ 18,000
$ $ $ 5,918
$ $ $227,716
$ $ $137,850
$ $ 2 1,450 $ 14,905
$ $ 5,305 $
$ 7 $ $
$ $ 25 $

SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

For the Years Ended December 31
2011 2010

(in thonsandsf

Supplemental Disclosure of Cash and Non-Cash Flow Information
Cash paid during the period for.

Interest, net of amounts capitalized
Non-cash investing and financing activities:
~ Share-based payments in satisfaction of accrued compensation ~ y

Common stock issued in exchange of 2.5% Convertible Notes due
2009 including, accrued intcrcst

Structuring fee on 1(P/o Senior PIK Secured Notes due 2011
Preferred stock issued to Liberty Media

L Release of restricted investments ~
In-orbit satellite performance incentive
Sale-leaseback of equipment =~~
Common stock issuance upon exercise of warrants
Conversion of Series A preferred stock to common stock

$ 31,291

$
$
$
$
$
$
$ 7

$

$t'

$

, $
$ 21,450
$ 5,305 +
$
$ 25

$ 18,000
$ 5,918
$227,716
$137,850
$ 14,905
$ W—
$
$

$258,676 $241,160 $257,328

See accompanying notes to the consolidated financial statements.
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(1) Business

SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATE D FINANCIAL STATEMENTS
(Dolla r amount s in th ousan ds, un less ot herw ise stated) •We broadcast our music, sports, entertainment, comedy, talk , new s, traffic and weather channels in the United States on a subscription fcc

basis through two proprietary satellite radio systems. Subscribers can also receive certain of our mu sic and other channels over the Internet,
including through applications for mobile devices. We have agreements with every major automaker ("OEMs ") to offer satellite radio s as
factory - or dealer-installed equipment in their vehicles. We also distribute our satellite radios through retail locations nationwide lind through
our website. Satellite radio services arc also offered to customers of certain daily rental car companies.

Our primary source of revenue is subscription fees , with 1110st of our customers subscribing on an annual , semi-annual , quarterly or
mon thly basis. We olTer discounts for prepaid and long-term subscription plans, as well as di scounts for multiple subscriptions on each
platform. We also derive revenue from activation and other subscription-related fees , the sale of advertising on select non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary services, such as our Backseat TV , data and weather services .

In ecrtain cases, automakers include a sub scription to our radio services in the sale or lease price of new and pre-owned vehicles. The
leng th of these prepa id subscriptions varies , but is typically three to twelve mo nths . In many cases, we receive subscri ption payments from
automakcrs in advance ofthc activation of our service, We also reimburse various auto rnakc rs for certain cos ts associated with satellite radios
installed in their vehicles.

(2) Summa ry of Significant Account ing Policies

Principles ofConsolidation

The accompanying consolidated financial statements of Siriu s XM Radio Inc. and subsidiaries have been prepared in accordance with
U.S. generally accepted accounting principles C" GAAP"). All significant intercompany transact ions have been eliminated in con sol idat ion .

Basis ofPresentation

In the opinion of management , all normal recurring adjustments necessary for a fair presentation of our con sol idated financial statements
as of December 31, 20 II and 20 I0, and for the years ended December 31, 20 I I, 20 I0 and 2009 have been made.

We have evaluated events subsequent to the balance sheet date and prior to the filing of this Annual Rep ort on Form IO-K for the year .
ended December 31, 20II and have determined no events have occurred that would require adjustment 10 or disclosure in our consolidated
financial statements.

Reclassifications

Certain amounts in our prior period consolidated financial statements have been reclassified to conform to our current period
presentation .

Use of Estimates

The preparation of financial statements in conformity with GAAP requ ires management to make estimates and assumptions that affect the
amo unts reported in the financial statements and footnotes. Es timates, by their nature, are based on judgment and avai luble inlorrnation, Actual
results cou ld differ materially from those estimates.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in thousands, unless otherwise stated)

(I) Business

We bmadcast our music, sports, entertainment, comedy, talk, news, traffic and iveather channels in the United States on a subscription fee
basis through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other channels over the Internet,
including through applications for mobile devices. We have agreeinents with every major automaker ("OEMs") to offer satellite radios as
factory- or dealer-installed cquipmcnt in their vchiclcs. Wc also distribute our satcllitc radios through retail locations nationwide and through
our website. Satellite radio services are also offered to customers of certain daily rental car companies.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
platform. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary service, such as our Backseat TV, data and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price ofnew and preened vehicles. The
length of these prepaid subscriptions varies, but is typically three to twelve months. In many cases, we receive subscription payments from
automakcrs in advance of thc activation of our scrricc. We also rcimbursc various automakcrs for certain costs associated with satcllitc radios
installed in their vehicles.

(2) Summary of Significant Accounting Policies

Prinn'p ies ofConsolidation

The accompanying consolidated financial statements of Sirius XM Radio Inc. and subsidiaries have le~ prepared in accordance with
1J.S. gcncrally accepted accounting principles ("GAAP"). All significant intercompany transactions have bccn climinatcd in consolidation.

Basis nfPresentation

In the opinion of management, all normal recumng adjustments necessary for a fair presentation of our consolidated financial statements
as of December 31, 2011 and 2010, and for the years ended December 31, 2011, 2010 and 2009 have been made.

We have evaluated events subsequent to the balance sheet date and prior to the filing of this Annual Report on Form 10-K for the year
ended December 31, 2011 and have determined no events have occurred that would require adjustment lo or disclosure in our consolidated
financial statements.

Reelassifications

Certain amounts in our prior period consolidated financial statements have been reclassified to conform to our current period
presentation.

Use ofEstimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and footnotes. Estimates, by their nature, are based on judgment and available information. Actual
results could differ materially from those estimates.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

•

Significant estimates inherent in the preparation of the accompanying consolidated financial statements include revenue recognition, asset
innent, depreciable lives of our satellites, share -based payment expense, and valuation allowances against deferred tax assets. Economic

conditions in the United States co uld have a material impact on our aceounting estimates .

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, money market funds, in-transit credit card receipts and high ly liquid investments with
an original maturity of three months or less when purchased.

Equity Method Investments

We hold an equity method investment in Sirius XM Canada. Investments in which we have the abi lity to exercise significant influence
but not control arc accounted for pursuant to the equity method of accounting. We recognize our proportionate share of earnings or losses of
our affi liates as they occur as a component of Other income (expense) in our consolidated statements of operations.

The difference between our investment and our share of the fair value of the underlying net assets of our affiliates is first allocated to
either fini te-lived intangibles or indefinite -lived intangibles and the balance is attributed to goodwill. We follow ASC 350, Intangibles 
Goodwill and Other ("ASC 350"), whi ch requires that equity me thod finite- lived intangibles be amort ized over their estimated useful life while
indefinite-lived intangibles and goodwill are not amortized. The amortization of equity method finite-lived intangible assets is recorded in
Interest and investment income in our consolidated statements of operations. We periodically eva luate our equity method investments to
determine if there has been an other than temporary decline below carry ing val ue. Eq uity method finite-lived intangibles, indefinite-lived
intangibles and goodwill are included in the carrying amount of the investment.

Property and Equipment

Property and equipment, including satellites, are stated at cost less accumulated depreciation and amortization. Equipment under capital
leases is stated at the present value of minimum lease payments. Depreciation and amortization arc calculated using the straight-line method
over the following estimated depreciable lives:

•
Satellite sys tem
Terrestrial repea ter network
Broadcast studio equipment
Capitalized software and hardware
Satellite telemetry, tracking and control faci lities
Furniture, fixtures, equipment and other
Building
Leasehold improvements

2 - 15 years
5 - 15 years
3 - 15 years
3 - 7 years
3 - 15 years
2 - 7 years
20 or 30 years
Lesser of useful life or remaining lease term

We review long-lived assets, such as property and equipment, and purchased intangibles subject to amortization for impairment whenever
events or changes in circumstances indicate the carrying amount may not be recoverable. Recoverability of assets to be held and used is
measured by a comparison of the carrying amount of an asset to estimated undiseounted fu ture cash flows expected to be generated by the
asset. If the carrying amount of an asse t exceeds the estimated future cash flows, an impairment charge is recognized for the amount by whic h
the carrying amount exceeds the fair value of the asset.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Significant estimates inherent in thc preparation of the accompanying consolidated financial statements include revenue recognition, asset
depreciable lives of our satellites, share-based payment expense, and valuation allowances against defeired tax assets. Economic

in the United States could have a material impact on our accounting estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, money market funds, in-transit credit card receipts and highly liquid investments with
an original maturity of three months or less when purchased.

Equity Method investments

We hold an equity method investment in Sirius XM Canada. Investments in vvhich we have the ability to exercise significant influence
but not control arc accounted for pursuant to thc equity method of accounting. Wc recognize our proportionate share of earnings or losses of
our affiliates as they occur as a component of Other income (expense) in our consolidated statements of operations.

The difference between our investment and our share of the fair value of the underlying net assets of our aQiliates is first allocated to
either finite-lived intangibles or indefinite-lived intangibles and the balance is attributed to goodwill. We follow ASC 350, Intangi bles-
Goodwill and Other {"ASC 350"), which requires that equity method finite-lived intangibles be amortized over their estimated useful life while
indefinite-lived intangibles and goodwill are not amortized. The amortization of equity method finite-lived intangible assets is recorded in
Intcrcst and investment income in our consolidated statements of operations. Wc periodically evaluate our equity method invcstmcnts to
determine if there has been an other than temporary decline below cariying value. Equity method finite-lived intangibles, indefinite-lived
intangibles and goodwill are included in the cariying amount of the investment.

Property and Equipment

Property and equipment, including satellites, are stated at cost less accumulated depreciation and amortization. Equipment under capital
leases is stated at thc present value of minimum lease papncnts. Depreciation and amortization are calculated using the straight-line method
over the following estimated depreciable lives:

Satcl lite system ~
Terrestrial repeater network
Broadcast studio equipment 'nt niIti
Capitalized software and hardware
Satellite telemetry, tracking and control facilities
Furniture, tisturcs, cquipmcnt and nthcr

Leasehold improvements

2-15ycars
5 — 15 years" '

- i 5 years
3 - 7 Years
3-15years
2 - 7 vcais
20or30years ~
Lesser of useful life or remaining lease term

We review long-lived assets, such as property and equipment, and purchased intangibles subject to amortization for impairment whenever
cvcnts or changes in circumstances indicate thc carrying amount may not bc rccovcrablc. Rccovcrability of assets to bc held and used is
measured by a comparison of the canying amount of an asset to estimated undiscounted future cash flows expected to be generated by the
asset. If the canying amount of an asset exceeds the estimated future cash flows, an impairment charge is recognized for the amount by which
the carrying amount exceeds ihe lair value of ihe asset.



SIRIUS Xl\1 RADIO INC. AND SUBSIDIARIES

NOTES TO CO SOLIDATED FINANCIAL STATEMENTS - (Con tinued)

Goodwill and Other Intangible Asset~ •

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and ident ifiahle intangible assets
acquired in business comb inations. Our annual impairment assessment of our single reporting unit is performed as of October I "of each year.
and an assessment is performed at other times if events or circum stances indicate it is more likely than not that the asset is impaired. tep one
of the impairment assessment compares the fair value of the entity to its carrying value and if the fair value exceeds its carryi ng value, goodwill
is not impaired . If the carrying value exceeds the fair value, the implied fair value of goodwill is compared to the carryin g value of goodwill. If
the implied fair value exceeds the carry ing value then goodwill is not impaired; otherwise, an impairmen t loss will be recorded by the amount
the carrying value exceeds the implied fair value . We did not record any impairments in 2011 , 2010 or 2009.

The impairment test for other intangible assets not subject to amort ization consists of a compari son of the fair value of the intangible asset
with its carrying value. This test is performed as of October I " of each year, and an assessment is performed at other times if events or
circumstances indicate it is more likely than not that the asset is impaired. Our indefinite life intangibles include FCC licenses and trademark. If
the carrying value of the intangible asset exceeds its fair value, an impairment loss is recognized in an amount equ al to that excess.

We usc independent appraisals to assist in determining the fair value of our FCC license s and trademark. The income approach, which is
commonly called the "Jefferson Pilot Method" or the "Greenfield Method ", has been consistently used to estimate the fair value of our FCC
licenses. This method attempts to isolate the income that is properly attributable to the license alone (that is, apart from tangible and intangible
assets and goodwill ). It is based upon modeling a hypothetical "Greenfield" build-up to a normali zed enterprise that, by design, Jacks inherent
goodwill and has essentially purchased (or added) all other assets as part of the build-up proce ss. The methodology assume s that, rather than
acquiring such an operati on as a going concern , the buyer would hypothetically obtain a license at nominal cost and build a new operation with
similar attributes from inception. The significant assumption was that the hypothetical start up entity would begin its network build out phase at
the impairmen t testing date and revenues and variable costs would not be generated until the satellite network was operational, approximately
live yean; from inception. The Relief from Royalty method valuation approach was utilized to value our trademark. 'Ib is me thodology involves
the estimation of an amount of hypothetical royalty income that could be generated if the asset was licensed to an independent. third-part)'
owner. The value of the intangible is the present value of the prospective stream of hypothetical royal ty income that would be generated over
the useful life of the asset. We did not record any impairments in 20 II , 20 10 or 2009.

Other intangible assets with finite lives consists primarily of customer relationships acqu ired in business combinations. licensing
agreements. and certain IT related costs. These assets arc amortized over their respective estimated useful lives to their estimated residual
values , and reviewed for impairment under the provisions of ASC 360-10-35, Property, Plant and Equipment/Overall/Subsequent •
Measurement , We review intangible assets subject to amortization for impairment whenever events or circumstances indicate that the carryi
amount of an asset may nut be recoverable. If the sum of the expec ted cash 110\\S, undiscounted and without interest, is less than the carrying
amount of the asset., an impairment loss is recognized as the amount by which the carrying amount of the asset exceeds its fair value. We did
not record any impairments in 2011. 2010 or 2009.

Revenue Recognition

We derive revenue primarily from subscribers, advertising and direct sales of merchandise. Revenue from subscribers consists of
subscription fees; revenue derived from our agreements with daily rental fleet programs; and non-refundable activation and other fees. Revenue
is recognized as it is realized or realizable and earned.

We recognize subscription fees as our services are provided .
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

6oo&vdl and Other IntangibleAssets

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and identifiable intangible mwts
acquired in business combinations. Our annual impairment asses~cut of our single reporting unit is petfotmed as of October 1 + of each year,
and an assessment is performed at other times if events or circumstances indicate it is more likely than not that the asset is impaired. Step one
of the impairment assessment compares the fair value of the entity to its carrying value and if tlie fair value exceeds its canying value, goodwill
is not impaired. If the cartying value exceeds the fair value, the implied fair value of goodwill is compared to the cartying value of goodwill. If
ihe implied fair value exceeds the carrying value then goodwill is not impaired; otherwise, an impairment loss will be recorded by the amount
the carrying value exceeds the implied fair value. We did not record any impairments in 2011, 2010 or 2009.

The impairment test for other intangible assets not subject to amortization consists of a comparison of the fair value of the intangible asset
with its carrying value. This test is @+formed as oi'Octohx 1 "of each year, and an assessment is performed ut other times if events or
circumstances indicate it is more likely than not that the asset is impaired. Our indefinite life intangibles include FCC licenses and trademark. If
the canying value of the intangible asset exceeth its fair value, an impairment loss is recognized in an amount equal to that excess.

We use independent appraisals to assist in determining the fair value of our FCC licenses and trademark. The income approach, which is
commonly called the "Jefferson Pilot Method" or the "Greenfield Method", has been consistently used to estimate the fair value of our FCC
licenses. This method attempts to isolate the income that is properly attributable to the license alone (that is, apart from tangible and intangible
assets and goodwill). lt is bawd upon modeling a hypothetical "Grccnficld" build-up to a normalized cntctprisc that, by design, lacks inhcrcnt
goodwill and has essentially purchased (or added) all other assets as part of the build-up process. The methodology assumes that, rather than
acquiring such an operation as a going concern, the buyer would hypothetically obtain a license at noiuinal cost and build a new operation with
similar attributes from inception. The significant assumption was that the hypothetical start up entity would begin its network build out phase at
the impairment testing date and revenues and variable costs would not be generated until the satellite network was operational, approximately
live years I'rom inception. The Relief from Royalty method valuation approach was utilized to value our trademark. This methodolo~ involves
the estimation of an amount of hypothetical royalty income that could be generated if thc asset was licensed to an independent, third-party
owner. The value of the intangible is thc present value of the prospective stream ofhypothetical royalty income that would be generated over
the useful life of the asset. We did not record any impairments in 2011, 2010 or 2009.

Other intangible assets with finite lives consists primarily of customer relationships acquired in business combinations, licensing
agreements, and certain 1T related costs. These assets are amortized over ther respective estimated useful lives to their estimated residual
values, and reviewed for impairment under the provisions of ASC 360-10-35, Property, Plant ond Equipntent OverolUSubseyient
,1 ieasurement . Wc review intangible assets subject to amortization for impainncnt whcncvcr cvcnts or circumstances indicate that thc carryi
amount of an asset may not be recoverable. lf the sum oi'he expected cash flows, undiscounted and without interest, is less than the carrying
amount of the asset, an impairment loss is recognized as the amount by which the canying amount of the asset exceeds its fair value. We did
not record any impairments in 2011, 2010 or 2009.

Revenue Recognition

We derive revenue primarily from subscribers, advertising and direct sales of merchandise. Revenue from subscribers consists of
subscription fccs; rcvcnuc dcrivcd from our agrccmcnts with daily rental flcct programs; and non-refundable activation and other fccs. Rcvcnuc
is recognized as it is realized or realizable and earned.

We recognize subscription fees as our services are provided.



SIRIUS XM RADIO INC. AND SUBSID IAR IES

NOTES TO CONS OLIDATED FINANCIAL STATEMENTS - (Co ntinued)

At the time of sale, vehicle owners purchasing or \casing a vehicle with a subscription to our service typically receive between a three and
lye month prepaid subscription . Prepaid subscription fees received from certain automakers arc recorded as deferred revenue and amortized

o reven ue ratably over the service period which commen ces upon retail sale and activation.

Activation fees are recognized ratably over the estimated term of a subscriber relationship , estimated to be approximately 3.5 years durin g
20 II , 20 10 and 2009. The estimated term of a subscriber relationship is based on historical experience .

We recognize revenue from the sale of advertising as the advertising is broadcast. Agency fees are calculated based on a stated
percentage applied to gross billing revenue for our advertising inventory and are reported as a reduction of Advertising revenue . We pay certa in
third parties a percentage of Advertis ing revenue. Advertising revenue is recorded gross of such revenue share payments as we are the primary
obligor in the transaction. Advertising revenue share payment s arc recorded to Revenue share and royalties durin g the period in which the
advertising is broadcast.

Equipment revenue and royalties from the sale of satellite radios , components and accessories lire recognized upon shipment, net of
discount s and rebates. Shipping and handling costs billed to customers are recorded as revenue. Shipping and handling costs associated with
shipping goods to customers are reported as a component of Cost of equipment.

ASC 605, Revenue Recognition, provide s guidance on how and when to recognize revenues for arrangement s that may involv e the
delivery or performance of multiple product s, services and/or right s to use assets . Revenue arrangements with multiple deliverables are
required to be divided into separate units of accounting if the deliverables in the arrangement meet certain criteri a. Arrangement consideration
must be allocated at the inception of the arrangement to all deliverables based on their relat ive selling price, which has been determ ined using
vendor specific objective evidence of selling price of self-pay customers.

Revenue Shure

We share a portion of the subscript ion revenues earned from subscribers with certain automakers. The terms of the revenue share
agreements vary with each autornaker, but are typically based upon the earned audio revenue as reported or gross billed audio revenue.
Revenue share is recorded as an expense in our consolidated statement of operations and not as a reduction to revenue.

Programming Costs

Programming costs which arc for a specified number of events are amortized on an event-by-event basis : programming costs which arc
, a specified season or period arc amortized over the season or period on a straight-line basis. We allocate a portion of certain programming

costs which are related to sponsorship and marketing activities to Sales and marketing expenses on a straight-line basis over the term of the
agreement.

Advertising Costs

Media is expensed when aired and advertising producti on costs are expensed as incurred. Market development funds consist of fixed and
variable payments to reimbur se retailers for the cost of advertising and other product awareness activities. Fixed market development funds arc
expensed over the periods spec ified in the applicable agreement ; variable costs arc expensed when aired and producti on costs arc expensed as
incurred. During the years ended December 31,2011,2010 and 2009, we recorded advertis ing costs of $116,694, $110,050 and $128,784,
respec tively, These cos ts are reflected in Sales and marketin g expense in our consolidated statements of operations.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

At thc time of sale, vchiclc ouvcrs purchasing or leasing a vchiclc with a subscription to our scrvicc typically rcccivc bctwccn a thrcc and
lve month prepaid subscription. Prepaid subscription fees received from certain automakers are recorded as deferred revenue and amortized

revenue ratably over the service period which commences upon retail sale and activation.

Activation fees are recognized ratably over the estimated term of a subscriber relationship, estimated to be approximately 3.5 years during
2011, 2010 and 2009. The estimated tenn of a subscriber relationship is based on historical experience.

We recognize revenue from the sale of advertising as the advertising is broadcast. Agency fees are calculated based on a stated
percentage applied to gross billing revenue for our advertising inventory and are reported as a reduction of Advertising revenue. We pay certain
third parties a percentage of Advertising revenue. Advertising revenue is recorded gross of such revenue share payments as we are the primary
obligor in the transaction. Advertising revenue share payments are recorded to Revenue share and royalties during the period in which the
advertising is broadcast.

Equipment revenue and royalties from the sale of satellite radios, components and accessories arc recognized upon shipment, neiol'iscountsand rebates. Shipping and handling costs billed to customers are recorded as revenue. Shipping and handling costs associated with
shipping goods to customers are reported as a component of Cost of equipment.

ASC 605, Revenue Recognition, provides guidance on how and when to recognize revenues for arrangeinents that may involve the
delivery or performance of multiple products, services and/or rights to use assets. Revenue arrangements with multiple deliverables are
required to be divided into separate units of accounting if the deliverables in the arrangement meet certain criteria. Arrangement consideration
must be allocated at the inception of the arrangement to all deliverables based on their relative selling price, which has been determined using
vendor slxx:ific objective evidence of selling price of self-pay customers.

Revenue Share

We share a portion of the subscription revenues earned from subscribers with certain automakers. The terms of the revenue share
agreements vaiy with each automaker, but are typically based upon the earned audio revenue as reported or gross billed audio revenue.
Revenue share is recorded as an expense in our consolidated statement of operations and not as a reduction to revenue.

Progranuning Costs

Programming costs which are for a specified number of events are amortized on an event-by-event basis; programming costs which arc
a specified season or period are amortized over the season or period on a straight-line basis. We allocate a portion of certain programming

costs which are related to sponsorship and marketing activities to Sales and marketing expenses on a straight-line basis over the term of the
agreement.

Advertising Costs

Media is expensed when aired and advertising production costs are expensed as incurred. Market development funds consist of fixed and
variable payments to reimburse retailers for the cost of advertising and other product awayness activities. Fixed market development funds are
expensed over the periods specified in the applicable agreement; variable costs are expensed when aired and production costs are expensed as
incurred. During the years ended December 31, 2011, 2010 and 2009, we recorded advertising costs of $ 116,694, $ 110,050 and $ 128,784,
respectively. These costs are rellecied in Sales and markeiing expense in our consolidated statements ol'operations.



SIRIUS XM RADIO INC. A D SUBSID IARIES

NOTES TO CO SOLIDATED FINANCIAL STATEME TS - (Continued)

Subscriber Acquisition Costs

Subscriber acquisition costs con sist of costs incurred to acquire new subscribers and include hardware subsidies paid to radio
manufacturers, distributors and automakers, including subsidies paid to automakers who include a satellite radio and a prepaid subscription to
our service in the sale or lease price of a new vehicle; subsidies paid for ehip sets and certain other components used in manu facturing rad ios;
device royalt ies for certain radios; commissions paid to retailers and automakers as incentives to purchas , install and activ ate radios; product
warranty obligations; and provision s for inventory allowance. Subscribe r acquisition costs do not include adve rtising, loyalty payments to
distributors and dealers of radio s and revenue share payments to automakers and retailers of radio s.

Subsidies paid to radio manufacturers and automakers are expensed upon installation, shipment, receipt of product or activation and are
included in Subscriber acquisition costs because we arc respon sible for providing the service to the customers, Commi ssions paid to retailers
and automakers arc expensed upon either the sale or activation of radios . Chip sets that are shipped Lo radio munufucturers and held on
cons ignment are recorded as inventory and expensed as ubscri ber acqui sition cost s when plac ed into production by radio manufacturers. Costs
for chip sets not held on consignment are expensed as Subscriber acqui sition costs when the autornaker confirms rece ipt.

Wc record product warranty obligations in accordance with ASC 460 , Guarantees , which requires a guarantor to recogn ize, at the
inception of a guarantee, a liability for the fair value of the obligation undertaken by issuing the guarantee. We warrant that certain products
sold through our retail and direct to consumer distribution channels will perform in all material respects in accordance with specifications in
effect at the time of the purchase of the products by the customer. The product warranty period on our products is 90 days from the purchase
date for repair or replacement of components and/or products that contain defects of material or workmanship. We record a liability for costs
that we expect to incur under our warranty obl igations when the product is shipped from the manufacturer. Fact ors affecting the warranty
liability include the number of units sold and historical and anticipated rates of claims and costs per claim . We periodically assess the adequacy
of our warranty liability based on changes in these factors.

Research & Development Costs

Research and development costs arc expensed as incurred and primarily include the cost of new product development, chip set design,
software devel opment and enginee ring. During the years ended December 31, 20 II , 2010 and 2009, we record ed research and development
costs of $48 ,574 , $40,043 and $38 ,852 , respect ively . These costs are reponed as a component of Engineering, design and development cxpen e
in our consolidated statements of ope rations .

Share-Based Compensation •

We account for equity instruments grant ed to empl oyees in acco rdance with ASC 7 18, Compe nsation - Stock Compensation . ASC 7 1X
requires all share-based compensation payments to be recognized in the financial statements based on fair value. ASC 7 18 requires forfeiture s
to be estimated at the time of grant and revised in subsequent periods if actu al forfeitures differ from init ial estimates. We use the Black

choles-Merton option-pricing model to value stock option awards and have elected to treat awards with graded vesting as a sing le award.
hare-based compensation expense is recognized ratabl y over the requi site service period , which is generally the vesting period , net of

forfeitures. We mea sure non-vested stock awards usin g the fair market value of restricted shares of common stock on the day the award is
granted.

Fair value as determined using Black-Scholes-Merton model varie s based on assumption s used for the expected life. expected stock price
volatilit y and risk-free interest rates . In 20 II , we estimate fair value of awards
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SubscriberAcquisition Costs

Subscriber acquisition costs consist of costs incurred to acquire new subscribers and include hardware subsidies paid to radio
manufacturers, distributors and automakers, including subsidies paid to automakers who include a satellite radio and a prepaid subscription to
our service in the sale or lease price of a new vehicle; subsidies paid for chip sets and certain other components used in manufacturing radios;
device royalties for certain radios; conunissions paid to retailers and automakers as incentives to purchase. install and activate radios; product
warranty obligations; and provisions for inventory allowance. Subscriber acquisition costs do not include advertising, loyalty payments to
distributors and dealers of radios and revenue sham payments to automakers «nd retailers of radios.

Subsidies paid to radio manufacturers and automakers are expensed upon installation, shipment, receipt of pmduct or activation and are
included in Subscriber acquisition costs because we are responsible for providing the service to the customers. Commissions paid to retailers
and automakers are expense upon either the sale or activation of radios. Chip sets tliat are shipped to radio manufacturers aud held on
consignment are recorded as inventory and expensed as Subscriber acquisition costs when placed into production by radio manufacturers. Costs
for chip sets not held on consignment are expensed as Subscriber acquisition costs when the automaker confirms receipt.

We record product warranty obligations in accordance with ASC 460, Guarantees, which requires a guarantor to recognize, at the
inception of a guarantee, a liability for the fair value of the obligation undertaken by issuing the guarantee. We warrant that certain products
sold through our retail and direct to consumer distribution channels will perform in all material respects in accordance with specifications in
cffcct at thc time of thc purchase of the products by thc customer. Thc product warranty period on our products is 90 days from thc purchase
date for repair or replacement of components and/or products that contain defects of material or workmanship. We record a liability for costs
that we expect to incur under our warranty obligations when the product is shipped from the manufacturer. Factors affecting the warranty
liability include the number of units sold and historical and anticipated rates of claims and costs per claim. We periodically assess the adequacy
of our warranty liability based on changes in these factors.

Research 4 Development Costs

Research and development costs are expensed as incurred and primarily include the cost of new product development, chip set design,
software development and engineering. During the years ended December 31, 2011, 2010 and 2009, we recorded research and development
costs of $48,574, $40,043 and $38,852, respectively. These costs are reported as a component of Enginecmng, design and development expense
in our consolidated statements of operations.

Share-Based Compensation

We account for equity instruments granted to employees in accordance with ASC 718, Cotnpensati on — Stock Conipensatinn . ASC 718
requires all share-based compensation payments to be recognized in the financial statements based on fair value. ASC 718 requires forfeitures
io be estimated at the time of graut and revised in subsequent periods if actual forfeitures differ from iiutial estimates. We use the Black-
Scholes-Merton option-pricing model to value stock option awards and have elected to treat awards with graded vesting as a single award.
Share-based compensation nyense is recognized ratably over the requisite service period, which is generally the vesting period, net of
forfeitures. We measure non-vested stock awards using the fair market value of restricted shares of common stock on the day the award is
granted.

Fair value as determined using Black-Scholes-Merton model varies based on assumptions used for the expected life, expected stock price
volatility and risk-free interest rates. 1n 2011, we estimate fair value of awards



SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANC IAL STATEMENTS - (Continued)

ntcd using the hyhrid approach for volatility , which weig hts observable historical volatility and implied volatility of qualifying actively
cd options on our common stock. In 20 I0 and 2009, due to the lack of qualifying actively traded options on our common stock, we utili zed

a 100% weighting to observable historical volat ility . The expected life assumption represents the weighted-average period stock-based awards
arc expected to remain outstanding. These expected life assumptions arc established through a review of historical exercise behavior of stock
based award grants with similar vesti ng periods. Where historical patterns do not exist, contractual terms are used . The risk-free interest rate
represents the daily treasury yield curve rate at the grant date based on the closing market hid yields on activel y traded U.S. treasury securities
in the over-the-counter market for the expected term. Our assumptions may change in future periods.

Equity instruments gran ted to non-employees arc accounted for in accordance with ASC 505, Equity . The final measurement date for the
fair value of equity instruments with performance cr iteria is the date that each performance commitment for such equity instrument is satisfied
or there is a significant disincentive for non-performance.

Stock-based awards granted to employees, non-empl oyees and members of our board of directors include wan-ants , stock options,
restri cted stock and restricted stock units.

Income Taxes

Deferred income taxe s arc recognized for the tax consequences rela ted to temporary differences between the carry ing amo unt of assets
and liab ilities for financia l reporting purpo ses and the amounts used for tax purposes at each yea r-end, based on enac ted tax laws and statutory
tax rates applicable to the periods in which the differences are expected to affect taxable income. A valuation allowance is recognized when,
based on the weight of all available evidence, it is considered more likely than not that all, or some portion, of the deferred tax assets will not
be realized. Income tax expense is the sum of current income tax plus the change in deferred tax asse ts and liabilit ies.

ASC 740.1ncollle Taxes, requires a company to first determine whether it is more-likely-than-not that a tax posi tion will be sustained
based on its technical merits as of the reporting date , assuming that taxing authorities will exam ine the position and have full knowledge of all
relev ant information. A tax position that meets this more-likely-than-not threshold is then mea sured and recognized at the largest amount of
benefi t that is greater than fifty percent likely to be reali zed upon effective settlement with a taxing auth ority . Changes in recognition or
measurement arc reflected in the peri od in which thc change in judgment occurs. We record interest and penalties related to uncertain tax
pos itions in income tax expense in our con so lidated statement of operations.

•

We report revenues net of any tax assessed by a governmental authority that is both imposed on, and concurrent with, a specific revenue
ducing transaction between a seller and a customer in our consolidated statements of operations .

As of December 31, 20 II and 20 I0, we maintained a full valuation allowance against our deferred tax assets due to our prior history of
pre -tax losses and uncertainty about the timing of and ability to generate taxable income in the future and our asse ssment that the reali zation of
the deferred tax assets did meet the "more likely than not" criterion under ASC 740.

Fair Value ofFinancial Instruments

The fair value of a financia l instrument is the amo unt at which the instrumen t cou ld be exchanged in an orderly transac tion between
marke t participants to sell the asset or transfer the liabili ty . As of December 31, 20 I I and 20 I0, the carrying amo unts of cash and cash
equivalents , acco unts and other receivab les , and accounts paya ble approximated fair value due to the sho rt-term nature of these instrum ents.
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tcd using thc hybrid approach for volatility, which weights observablc historical volatility and implied volatility of qualifying actively
ed options on our common stock. In 2010 and 2009, due to the lack of qualifying actively traded options on our common stock, we utilized

00% weighting to observable historical volatility. The expected life assumption represents the weighted-average period stock-based awards
are expected to remain outstanding. These expected life assumptions are established though a review of historical exercise behavior of stock-
based aivard grants with similar vesting periods. Where historical patterns do not exist, contractual terms are used. The risk-free interest rate
represents the daily treasuty yield curve rate at the grant date based on the closing market bid yields on actively traded U.S. treasuiy securities
in the over-the-counter market for the expected term. Our assumptions may change in future periods.

Equity instruments granted to non-employees are accounted for in accordance with ASC 505, Fquitv . The final measuremeni date for ihe
fair value of equity instruments with performance criteria is the date that each performance commitment for such equity instrument is satisfied
or there is a significant disincentive for non-performance.

Stock-based awards granted to employees, non-employees and members of our board of directors include ivarrants, stock options,
restricted stock and restricted stock units.

Income Taxes

Deferred income taxes are recognized for the tax consequences related to temporary differences between the carrying amount of assets
and liabilities for financial reporting purposes and the amounts used for tax purposes at each year-end, based on enacted tax laws and statutory
tax rates applicable to the periods in which the differences are expected to affect taxable income. A valuation allowance is recognized when,
based on the weight of all available evidence, it is considered more likely than not that all, or some portion, of the deferred tax assets will not
be realized. Income tax expense is the sum of current income tax plus the change in deferred tax assets and liabilities.

ASC 740, Income Taxes. requires a company to first determine whether it is more-likely-than-not that a tax position will be sustained
based on its tcchnical merits as of thc reporting date, assuming that taxing authoritics will cxaminc thc position and have full knowledge of all
relevant information. A tax position that meets this more-likely-than-not threshold is then measured and recognized at the largest amount of
benefit that is greater than fifty percent likely to be realized upon effective settlement with a taxing authority. Changes in recognition or
measurement are reflected in the period in which the change in judgment occurs. We record interest and penalties related to uncertain tax
positions in income tax expense in our consolidated statement of operations.

We report revenues net of any tax assessed by a governmental authority that is both imposed on, and concurrent with, a specific rcvenue-
'ng transaction between a seller and a customer in our consolidated statements of operations.

As of December 31, 2011 and 2010, we maintained a full valuation allowance against our deferred tax assets due to ow prior liistory of
pre-tax losses and uncertainty about the timing of and ability to generate taxable income in the future and our assessment that the realization of
the deferred tax assets did meet the 'more likely than not" criterion under ASC 740.

Fair Value ofFinancial Instruments

The fair value of a financial instrument is the amount at which the instrument could be exchanged in an orderly transaction between
market participants to sell the asset or transfer ihe liability. As of December 31, 2011 and 2010, ihe carrying amounts of cash and cash
equivalents, accounts and other receivables, and accounts payable approximated fair value due to the short-term nature of these instruments.
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ASC &20, Fair Vallie Measurements and Disclosures, establishes a fair value hierarehy for input into valuation techniques as fOllOWS:.
Level I input - unadjusted quoted prices in active markets for identical instrument: ii) Level 2 input - observable market data for the sam
similar instrument but not Level I ; and iii) Level 3 input - unobservable inputs developed using management's assumptions about the inputs
used for pricing the asset or liability. We use Level 3 inputs to fair value the 8% convertible unsecured subordinated debentures issued by

irius XM Canada. This investment is not material to our consolidated results of operations or financial position .

Investments are periodically reviewed for impairment and a write down is recorded whenever declines in fair value below carrying value
arc determined to be other than temporary , In making this determination, we consider, among other factors , the severity and duration of the
decline as well as the likelihood of a recovery within a reasonable timeframe,

The fair value for public ly traded instruments is determined using quoted market prices while the fair value for non-publicly traded
instruments is based upon estimates from a market maker and brokerage firm. As of December 31, 20 II and 20 I0, the carrying value of our
debt was $3,013,974 and $3,2 17,578, respect ively; and the fair value approximated $3,506,546 and $3,722,905, respectively.

Recent A ccounting Pronouncements

In May 2011, the FASB issued Accounting Standards Update No. 201 1-04, Amendme nts to Achieve Common Fair Value Meas urement
and Disclosure Requirements in u.s. GAAP and International Financia l Reporting Standards (Topic 820) - Fair Vallie Measurement ("ASU
2011-04"), to provide a consistent definition of fair value and ensure that the fair value measu rement and disclosure requirements are similar
between U.S. GAAP and International Financial Reporting Standards. ASU 20 11-04 changes certain fair value measurement principles and
enhances the disclosure requirements particularly for Level 3 fair value measurements. The amendments are not expected to have a significant
impact on companies that apply U.S. GAAP. This standard is effective for interim and annua l periods beginning after December IS, 20 II and
will be applied prospectively. The impact of our pending adoption of ASU 2011-04 will not be materia l to our conso lidated financial
statements .

In June 201 I, the FASB issued Accounting Standards Update No. 201 1-05, Comprehensive Income (J'opic 220) - Presentation of
Comprehensive Income ("ASU 201 1-05"), to require an entity to present the total of comprehensive income , the components of net income,
and the components of other comprehensive income either in a single cont inuous statement of comprehen sive income or in two separate but
consecutive statements. ASU 201 I-05 eliminates the option to present the components of other comprehensive income as part of the . tatement
of equity. The standard does not change the items which must be reported in other comprehensive income , how such items are measured or
when they must be reclassified to net income. This standard is effective for interim and annual periods beginning after December 15, 20 II a
will be applied retrospectively. The FASB has deferred the requirement to present reclassification adjusunents for each component of
accumulated other comprehensive income in both net income and other compre hensive income. Companies are required to either present
amounts reclassified out of other comprehensive ineomc on the face of the financial statements or disclose those amounts in the notes to the
financial statements. During the deferral period , there is no requi rement to separate ly present or disclose the reclassification adjustments into
net income. The effective date of this deferra l will be consiste nt with the effect ive date of the ASU 201 1-05. ASU 2011-05 affects financial
statement presentation only and will have 110 impact on our results of conso lidated financial statements .
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ASC 820, Fair 1'aine Itfeasuremenrs and Oisclosu&vs, cstablishcs a fair value hierarchy for input into valuation tcchniqucs as follows:'evel

1 input — unadjusted quoted prices in active markets for identical instrument; ii) Level 2 input — observable market data 1'or the sam
similar instrument but not Level 1; and iii) Level 3 input — unobservable inputs developed using management's assumptions about thc inputs
used for pricing the asset or liability. We use Level 3 inputs to fair value the 8% convertible unsecured subordinated debentures issued by
Sirius XM Canada. This investment is not material to our consolidated results of operations or financial position.

investments are periodically reviewed for impairment and a ~~Yite down is recorded whenever declines in fair value below carrying value
are determined to be other than temporary. In making this determination, we consider, among other factors, the severity and duration of the
decline as well as the likelihood ol' recovery within a reasonable timel'rame.

The fair value for publicly traded instruments is determined using quoted market prices while the fair value for non-publicly traded
instruments is based upon estimates from a market maker and brokerage firm. As of December 31, 2011 and 2010, the carrying value of our
debt was $3,013,974 and $3,217,578, respectively; and the fair value approximated $3,506,546 and $3,722,905, respectively.

Recent A ccountutg Pronouncements

In May 2011, the FASH issued Accounting Standards Update No. 2011-04, Amendments to Aclii eve Connnon Fair Value.!measurement
and Disclosure Requirements in US. GAAP and International Financial Repoi ti ngSlundards (Topic 820) — Fair Value i'lleasurewent ("ASU
2011-04"), to provide a consistent definition of fair value and ensure that the fair value measurement and disclosure requireinents are similar
between U.S. GAAP and International Financial Reporting Standards. ASU 2011-04 changes certain fair value measurement principles and
enhances the disclosure requirements particularly for Level 3 fair value measurements The amendments are not expected to have a significant
impact on companies that apply U.S. GAAP. This standard is effective for interim and annual periods beginning after December 15, 2011 and
will be applied prospectively. The iinpact of our pending adoption of ASU 2011-04 will not be material to our consolidated financial
statements.

In Junc 2011, the FASH issued Accounting Standards Update No. 2011-05, Comprehensive Income (Topic 220) — presentation of
Comprehensive Income ("ASU 2011-05"), to require an entity to present the total of comprehensive income, thc components of net income,
and the components of other comprehensive income either in a single continuous statement of comprehensive income or in two separate but
consecutive statements. ASU 2011-05 eliminates the option to present the components of other comprehensive income as part of the statement
of equity. The standard does not change the items which must be reported in other comprehensive income, how such items are measured or
ivhcn they must be reclassified to net income. This standard is effective for interim and annual periods beginning after December 15, 2011
will be applied retrospectively. The FASH has deferred the requirement to present reclassification adjustments for each component of
accumulated other comprehensive income in boih nct income and other comprehensive income. Companies are required to either present
amounts rcc! assificd out of other comprchcnsivc income on thc face of thc financial statcmcnts or disclose those amounts in thc notes to thc
financial statements. During the deferral period, there is no requirement to separately present or disclose the reclassification adjustments into
net income. The effective date of this deferral will be consistent v ith the effective date of the ASU 2011-05. ASU 2011-05 affects financial
statement presentation only and will have no impact on our results of consolidated financial statements.
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Ea rn ings per Share

Basic net income (loss) per common share is calculated using the weighted average common shares outstanding during each reporting
period. Diluted net income (loss) per common share adjusts the weighted average common shares outstanding for the potential dilution that
could occur if common stock equivalents (convertible debt and pre ferred stock , warrants, stock options, restricted stock and restricted stock
units ) were exercised or converted into common stock, calculated using the treasury stock method. For the years ended December 31, 201 1 and
2010, common stock equivalents of approximately 419 ,752 ,000 and 689 ,922,000, respectively, were excluded from the calculation of diluted
net income per common share as the effect wou ld have been anti-dilutive, Due to the net loss for the year ended Dece mber 31, 2009, common
stock equ ivalents of approximately 3,381,905 ,000 were excluded from the calculation of diluted net loss per common share as the effect would
have been anti-dilutive.

For Ihe Years En ded DI.'«'I1t""r 31,

$ 426,%1

3,744 ,606
2,756,216
6,500 ,822

$ 43,055

3,693 ,259
2,697 ,812
6,391,071

$ (538,226)

3,5l:l5,864

(0.15)

(0.15)

2009

3,585 ,864

$

$

0.01

0.01

2010

$

s
0.07

0.11

2 11

$

s

(m thousands, except per share data)

Net income (loss) avai lable to common stockholders

Average common shares outstand ing-basic
Dilutive effect of equi ty inst ruments
Average common shares outstanding -diluted

Net inco me (loss) per common share
Basic

Diluted

(4) Accounts Receivable, net

Accounts receivable, net are stated at amounts due from customers net of an allowance for doubtful accounts. Our allowance for doubtful
accounts considers historical experience, the age of certain receivable balances, current economic conditions and other factors that may affect
the counterparty 's ability to pay.

Accounts receivable, net, consists of the following:

• Gross accounts receivable
Allowance for doubtful accounts

Total accounts receivable, net

Decem ber Jt , December 31,

201 1 2010

$ 111,637 $ 131,880
(9,932) (10,222 )

s 101,70 5 $ 121,658

Receivables from distributors include billed and unbilled amounts due from OEMs for radio services included in the sale or lease price of
vehicles, as well as billed amounts due from retailers. Receivables from distributors consist of the following:

Decem ber 3 r, Decem ber J I,

2011 2010

Billed
Unbilled

Tota l

$ 44 ,6 18
40 ,199

$ 84,8 17

$ 30,456
37,120

$ 67 ,576
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Earnings per Share

Basic net income (loss) per common share is calculated using the vveighted average common shares outstanding during each reporting
period. Diluted net income (loss) per common share adjusts the weighted average common shares outstanding for the potential dilution that
could occur if common stock equivalents (convertible debt and preferred stock, warrants, stock options, restricted stock and restricted stock
units) were exercised or converted into common stock, calculated using the treasury stock method. For the years ended December 31, 2011 and
2010, common stock equivalents of approximately 419,752,000 and 689,922,000, respectively, were excluded from the calculation of diluted
net income per common share as the effect would have been anti-dilutive. Due to the net loss for the year ended December 31, 2009, common
stock equivalents of approximately 3,381,905,000 were excluded from the calculation of diluted net loss per common share as the effect would
have been anti-dilutive.

For the Years Ended December 31

(tn thattsands. except per share data)
Net income (loss) available to cotnmon stockholders

Average common shares outstanding-basic
Dilutive effect of equity instruments
Average common shares outstanding-diluted

Nel income (loss) per common share
Basic

Diluted

2011

$ 426,961

3,744,606
2 756 216
6.500 822

$ 0.1 1

$ 0.07

2010 2009

$ 43,055,1 ~$ 538,226

3,693,259 3,585,864
2697 812,,
6.391,071 3 585 864

$ 0.01 ~$ 0.15

$ 0.01 '1
~$ 0.15

(4) Accounts Receivable, net

Accounts receivable, net are stated at amounts due from customers net of an allowance for doubtful accounts. Our allowance for doubtful
accounts considers historical experience, the age of certain receivable balances, current economic conditions and other factors that may affect
the counterparty 's ability to pay.

Accounts receivable, net, consists of the following:

Gross accounts receivable
Allowance for doubtful accounts

Total accounts receivable, net

Decem ber 31,

2011

$ 111,637
~9932
$ 101 705

December 31,

2010

$ 131,880,
~10 222

1, $ 121658

Rcccivablcs from distributors include billed and unbillcd amounts duc from OFMs for radio scrviccs included in the sale or lcasc price of
vehicles, as well as billed amounts due from retailers. Receivables from distributors consist of the following:

Billed
Unbilled

Total

Decem ber 31,

2011

$1 44,618
40 199
84817 II

Decem ber 31,

2010

$ 30,456
37 120

$ 67 576,
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(5) Inventor)', net •

Inventory consists of finished goods, refurbished goods, chip sets and other TOW material components used in manufacturing radios.
Inventory is stated at the lower of cost, determined on a first-in, first-out basis, or market. We record an estimated allowance for inventory that
is considered slow moving , obsolete or whose carrying value is in excess of net realizable value. The provision related to product purchased
for resale in our direct to consumer distribution channel and components held for resale by us is reported as a component of Cost of equipment
in our conso lidated statements of operations. The provision related to inventory consumed in our OEM and retail distribution channel is
reported as a component of Subscriber acquisition costs in our consolidated statements of operations,

Inventory , net, consists of the following :

Raw material s
Finished goods
Allowance for obsolescence

Total inventory, net

Dece m ber 31,

201l

24,134
28,007

(15.430)
$ 36,711

20tO

s 18,181
24,492

(20.755)
$ 21,918

(6) Goodwill

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and identifiable intangible assets
acquired in business combinations. Our annua l impairment assessment is performed as of October I II of each year, and an assessment is
performed at other times if events or circumstances indicate it is more likely than not that the asset is impaired . At October I, 20 II and 20 I0,
the fair value of our single reporting unit substantially exceeded its carrying value and therefore was not at risk of failing step one of A C 350
20, Goodwill ("ASC 350-20"). Subsequent to our annual evaluation of the carrying value of goodwill , there were no events or circumstances
that triggered thc need for an interim evaluation for impairment. There were no changes in the carrying value of our goodwill during the cars
ended December 31, 20 II , 2010 and 2009.
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(5) Inventory, net

Inventory consists of finished goods, refurbished goods, chip sets and other raw material components used in manufacturing radios.
Inventory is stated at the lower of cost, determined on 0 first-in, first-out basis, or market. We record an estimated allowance for inventory that
is considered slow moving, obsolete or whose canying value is in excess of net realizable value. The proiision related to products puirhased
for resale in our direct to consumer distribution channel and components held for resale by us is reported as a component of Cost oi'quipment
in our consolidated statements of operations. The provision related to inventory consumed in our OEM and retail distribution channel is
reported as a component of Subscriber acquisition costs in our consolidated statements of operations.

Inventory, net, consists of the following:

Raw materials ..

Finished goods
Allowance for obsolescence

Total inventory, net

Dcccm bcr 31,

20it
$ 24,134 '1

28,007~ ~15 430
$ 36 711

Dcccm bcr 3i,

2010

$ 18,181,
24,492

~20 755
$ 21 918

(6) Goodwill

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and identifiable intangible assets
acquired in business combinations. Our annual impairment assessment is performed as of October I "of each year, and an assessment is
performed at other times if events or circumstances indicate it is more likely than not that the a~t is impaired. At October I, 2011 and 2010,
the fair value of our single reporting unit substantially exceeded its carrying value and therefore was not at risk of failing step one of ASC 350-
20, Goodwill ("ASC 350-20"). Subsequent to our annual evaluation ol'the carrying value of goodwill, there were no events or circumstances
that triggered the need for an interim evaluation for impairment. There were no changes in thc carrying value of our goodwill during thc years
ended December 31, 2011, 2010 and 2009.
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• Intangible Asseb

Intang ible assets consisted of the following:

Decem ber 31, 2011 December 31, 2010
Weighted Annge Gross Accu mulated Gro . Accu mulated

Ca rr)'ing 'et Ca rrying Ca rr);ng Net Carrying
userul Lives Value Amortiza tion Value Value Amo rtiz atio n Value

Indefinite life intangible asset s:
FCC licenses Indefinite $2,083 ,654 $ $2,083,654 $2,083,654 $ $2,083,654
Trademark Indefinite 250,000 250 ,000 250,000 250,000

Definite life intangible assets:
Subscriber rela tionships 9 years 380 ,000 (191,201) 188,799 380,000 (144 ,325) 235,675
Licensing agreements 9.1 years 78,897 (34,145) 44,752 78,897 (24,130) 54,767
Proprietary software 6 years 16,552 (11,507) 5,045 16,552 (9,566) 6,986
Developed technology 10 years 2,000 (683) 1,317 2,000 (483) 1,517
Leasehold interests 7.4 years 132 (6 1) 71 132 (43) 89

Total intangible assets $2,811,235 $ (237,597) $2,573,638 $2 ,811,235 $ (178,547) $2,632,688

Indefinite Life Intangible Assets

We have identified our FCC licenses and the XM trademark as indefinite life intangible assets after considering the expected use of the
assets , the regulatory and economic environment within which they are used and the effects of obsolescence on their use.

We hold FCC licenses to operate our satellite digital audio radio service and provide ancillary serv ices . The following table outlines the
years in which each of our licenses ex-pires:

•
FCC littnsc

SIRIUS FM-I satellite
SIRIUS FM-2 satellite
SIRIUS FM-3 satellite
SIRIUS FM-4 satellite(l )
SIRIUS FM-5 satellite
SIRIUS FM-6 satellite
XM-I satellite
XM-2 satellite
XM-3 satellite
XM-4 satellite
XM-5 satellite

Expirat ion ,"rar

20 17
2017
2017
2017
2017

(2)
2014
2014
20 13
20 14
20 18

(I ) In 2010, Weretired our FM-4 ground spare satellite. We still maintain the FCC license for this satellite.
(2) We hold an FCC license for our FM-6 satellite , which will expire eight years from when this satellite is launched and placed into operation.
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Intangible Assets

Intangible assets consisted of the following:

Indefinite life intangible assets
FCC licenses
Trademark ~~

Definite life intangible assets:
Subscriber relationships 'M
Licensing agreements
Proprietary software
Developed technologyt I.caschold intcrcsts

Total intangible assets

Weighted Average

Useful Lives

Gross
Carryiag

Value

-, 9years
9.1 years

"~ 6 years
10 years

7.4 years

380,000
78,897
16,552
2,000

132

$2811235

Indefinite $2,083,654
Indefinite ~ 250,000

December 31 2011
Accumulated

Amortisation

$

(191/01)
(34,145)
(11.507)

(683)
61

~$
237 597

Net Carryia g
Value

Gross
Carrying

Value

188,799
44,752

5,045
1/17

71

$2,573 638

380,000
78,897
167552
2,000

132

$2,811 235

$2,083,654 $2,083,654
250,000 = 250,000

E~
$

(144,325)
(24,130)
(9,566)

(483)
43

~$ 178,547

$2,083,654
~ 250,000

235,675
54,767

= 6,986
1,517

89
$2 632 688

Decetn bar 31 2010
Accumulated

Net Carrying
ValueAmortization

7'

Indefinite Life IntangibkA ssets

We have identified our FCC licenses and the XM trademark as indefinite life intangible assets aAer considering the expected use of the
assets, the regulatory and economic environment within which they are used and the effects of obsolescence on their use.

We hold FCC licenses to operate our satellite digital audio radio service and provide ancillaty services. The following table outlines the
years in which each of our licenses expires:

FCC 1iccn se

SIRIUS FM-I satellite
SIRIUS FM-2 satellite
SIRIUS FM-3 satellite
SIRIUS FM-4 satellite(1)
SIRIUS FM-5 satellite
SIRIUS FM-6 satellite
XM- I satellite
XM-2 satellite
XM-3 satellite
XM-4 satellite
XM-5 satellite

~E* i

2017
2017
2017
2017
2017

(2)
2014

'014

2013
2014
2018

(I) In 2010, we retired our FM-4 ground spare satellite. We still maintain the FCC license for this satellite.
(2) We hold an FCC license for our FM-6 satellite, which will expire eight years from when this satellite is launched and placed into operation.



SIRIUS XM RADIO INC. A D SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Prior to expiration, we arc required to apply for a renewal of our FCC licenses. The renewal and extension of our licenses is rcaSOnahlY.
certain at minimal cost, which is expensed as incurred. Each of the FCC licenses authorizes us to use the broadcast spectrum, which is a
renewable, reusable resource that does not deplete or exhaust over time.

In connection with the Merger, $250,000 of the purehase price was allocated to the XM trademark. As of December 3 1, 20 1I, there were
no lega l, regulatory or contractual limitations associated with the XM trademark.

Our annual impairment assessment of our indefinite intangible assets is performed a of October Ist of each year. An assessment is made
at other times if events or changes in circumstances indicate that it is more likely than not that the assets have been impaired . At October I,
201I and 2010, the fair value of our indefinite intangible assets substantially exceeded its carrying value and therefore was not at risk of
impairment. Subsequent to our annual evaluation of the carrying value of goodwill, there were no events or circum tances that triggered the
need for an interim eva luation for impairment.

Definite Life Intangible Assets

Subscriber relationships arc amortized on an accelerated basis over 9 years, which reflec t'> tbc esti mated pattern in which the economic
benefits will be consumed. Other definite life intangible assets include certain licensing agreements, which arc amortized over a weighted
average useful life of 9.1 years on a straight-line basis.

Amortization expense for all definite life intangible assets was $59,050 , $66 ,324 and $76,587 for the years ended December 31, 20 II ,
2010 and 2009, respectively. Expected amurtizatiun expense fur each uf the fiscal years through December 31, 2016 and fur periods thereafter
is as follows:

Yea r end ing Decembrr 3 1.

20 12
2013
20 14
2015
2016
Thereafter
Total definite life intangibles assets, net

Amo unt

$ 53,680
47,357
38, 79
37,553
3 1,959
30,556

$239 ,984

(8) Subscriber Revenue

Subscriber reven ue consists of subseription fees , revenue derived from agreements with certain daily rental fleet operators , non
refundable activa tion and other fees . Revenues received from OEMs for subscriptions included in the sale or lease price of vehieles are also
included in subscriber revenue over the service period.

Subscriber revenue consists uf the fu lluwing:

2011
For th e Year Ended Decem ber 3 1.

2010 2009

SUbscriptiUll fees
Activation fees

Total subscriber revenue
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$2,581,433
13,981

$2 59541 4

$2,398,146
16,028

$24 14 174

$2,265 ,666
21,837

$2287,503
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Prior to expiration, wc are rcquircd to apply for a renewal of our FCC licenses. The renewal and cxtcnsion of our liccnscs is reasonably
certain at minimal cost, which is expensed as incurred. Each of the FCC licenses authorizes us to use the broadcast spectrum, which is a
renewable, reusable resource that does not deplete or exhaust over time.

In connection with the Merger, $250,000 of the purchase price was allocated to the XM trademark. As of December 31, 2011, there were
no legal, regulatory or contractual limitations as~iated with the XM trademark.

Our annual impairment assessment of our indefinite intangible assets is performed as of October 1st of each year. An assessment is made
at other times if events or changes in circumstances indicate that it is more likely than not that the assets have been impaired. At October I,
2011 and 2010, the fair value of our indefinite intangible assets substantially exceeded its carrying value and therefore was not at risk of
impairment. Subsequent to our annual evaluation of the carrying value of goodwill, there were no events or circumstances that triggered the
need for an interim evaluation for impairment.

Definite Life Intangible Assets

Subscriber relationships arc amortized on an accelerated basis over 9 years, which reflect thc cstimatcd pattern in which thc economic
benefits will be consumed. Other definite life intangible assets include certain licensing agreements, which are amortized over a weighted
average useful life of 9.1 years on a straight-line basis.

Amortization expense for all definite life intangible assets was $59,050, $66,324 and $76,587 for the years ended December 31, 2011,
2010 and 2009, respectively. Expected amortization e& pease for each of the fiscal years Ihro~7 December 31, 2016 and for periods Ihereafler
is as follows:

Year end in Decesn ber 31.

2012
2013
2014
2015
2016
Thereafter
Total definite life intangibles assets, net

Amount

'53,680
47,357
38.879
37,553
31,959
30 556

$239 984

(8) Subscriber Revenue

Subscriber revenue consists of subscription fee@ revenue derived from agreements with certain daily rental fleet operators, non-
refundable activation and other fees. Revenues received from OEMs for subscriptions included in the sale or lease price of vehicles are also
included in subscriber revenue over the service period.

Subscriber revenue consists of the I'ollowing:

SubstTil3tiou I'ees

Activation fees
~Total subscriber revenue

For the Years Ended December 31
2011 2010 2009

$2,581,433 $2,398,146 $2,265,666
13 981 16 028 21 837~$2595414~ $2414,174 &$2287.503
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•

Interest Costs

We capitalized a portion of the interest on funds borrowed to finance the construction cost'! of our satellites and related launch vehicles
for our FM-6 satellite for the year ended December 31, 20 II and for our FM-6 and XM-5 sateIlites for the years ended December 31, 2010 and
2009. We also incur interest costs on all of our debt instruments and on our satellite incentive agreements. The following is a summary of our
interest costs:

For t he Years Ended Oeeembcr 31.

Interest cosls charged to expense
Interest costs capitalized

Total interest costs incurred

2011 1010 1009

$304,938 $295,643 $315,668
33.522 63,880 61,201

$338,460 $359,523 $376,869

Included in interest costs incurred is non-cash interest expense, consisting of amortization related to original issue discounts, premiums
and deferred financing fees of $39,515, $42,841 and $43,066 for the years ended December 31, 20 I I , 20 I0 and 2009, respective ly.

(10) Property and Equipment

Property and equipment , net, consists of the following :

•

Satellite system
Terrestrial repeater network
Leasehold improvements
Broadcast studio equipment
Capitalized software and hardware
Satellite telemetry, tracking and control facilities
Furniture, fixtures, equipment and other
Land
Building
Construction in progress

Total property and equipment
Accumulated depreciation and amortization

Property and equipment, net

Construction in progress consists of the following :

Decem ber 31,
2011

$ 1,943,537
112,440
43,455
53,903

193,301
60,539
60,283
38,411
57,185

372,508
2,935,562

(1,261,643)
$ 1.673.919

Decemb er 31,
2010

$ 1.943,537
109,582
43,567
51,985

163,689
57,665
63,265
38,411
56,685

297,771
2,826,157

(1.064 .883)
$ 1,761.274

•

Satellite system
Terrestrial repeater network
Other

Construction in progress

Deeem ber St , Deeember 31.

201 1 2010

$ 343,932 $ 262,744
19,194 19,239
9.382 15,788

$ 372,508 $ 297,771

F-20

Interest Costs

SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

We capitalize 0 portion of the interest on funds borrowed to finance the construction cosLs of our satellites and related launch vehicles
for our FM-6 satellite for the year ended December 31, 2011 and for our FM4 and XM-5 satellites for the years ended December 31, 2010 and
2009. We also incur interest costs on all of our debt instruments and on our satellite incentive agreements. The following is a summary of our
interest costs:

Interest costs charged to expense
Interest costs capitalized

Total interest costs incurred

Far the Years Waded December 31.
2011 2010 2000

$304,938 $295,643 „ $315,668
33,522 63,880 61,201

[(, $338,460 ' $359,523 $376r869

Included in interest costs incurred is non~ah interest expense, consisting of amortization related to original issue discounts, premiums
and deferred financing fees of $39,515, $42,841 and $43,066 for the years ended December 31, 2011, 2010 and 2009, respectively.

(10) Property and Equipment

property and equipment, net, consists of the following:

Satcllitc system
Terrestrial repeater nehvork
Leasehold improvements
Broadcast studio equipment
Capitalized software and hardware
Satellite telemetry, tracking and control facilities
Furniture, fixtures, equipment and other ~:~
Land
Building
Construction m progress

'I otal property and equipment
Accumulated depreciation and amortization

Property and equipment, net

December 31,
2011

$ 1.943/37
''

112,440
43,455
53,903

193/OI '.

60/39
60/83
38,411

= 57,185
372,508

2.935.562
(1,261,643)

$ 1,673,919

'ecember
31,

2010

l'1,943,537
109582
43~7,
51,985

163,689
57,665
63,265
38,411
56,685

297,771
2,826.157

(1,064,883)
'1,761,274

Construction in progress consists of the following:

Satcl lite system
Terrestrial repeater network
oaer

Construction in progress

December 31,

2011
It'343 932 '1

19,194
9,382

$ 372,508

December 31,

2010

$ 262,744
19,239
15,788

$ 297,771
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Depreciation and amortization expense on property and equipment was $208 ,830 , $207 ,367 and $232,863 for the years cndcd
December 3 1,2011 ,2010 and 2009, respectively. We retired property and equipment of $12,158 during the year ended December 31,2011
$155,000 , which included our FM-4 satellite, during the year ended December 31, 20 IO.

Satellites

We curren tly own a fleet of nine orbiting satellites. The chart below provides certain information on these satell ites:

F..timated End or

Satellite Designatio

FM- \
FM-2
FM-3
FM-5
XM-I
XM-2
XM-3
XM-4
XM-S

Year Delivered

2000
2000
2000
2009
2001
200 1
2005
2006
2010

Depreciable Lire

2013
2013
20 15
2024
2013
2013
2020
2021
2025

We own four orbiti ng satellites for use in the Sirius system. Space Systems/l .oral has constructed another satellite (FM-6) for use in this
system .

In 2010, we recorded an other than temporary impairment charge of $56,100 to Restructuring, impairments, and related costs in our
conso lidated statement of operations for FM-4, a ground spare satellite held in storage since 2002. We determined that the probability of
launching FM-4 was remote due to the launch ofXM-5 in 2010 .

We own five orbiting satellites for use in the XM system. Four of these satellites were manufactured b . Boeing Satellite Systems
Interna tional and one was manufactured by Space Systems/Loral,

During the years ended December 3 I, 201 I and 2010, we capitalized expenditures , including interest, of $81,189 and $223,928 ,
respectively, related to the construction of our FM-6 and XM-5 satellites and related launch vehicles.

(I I) Related Party Transactions

We had the following related party balances at December 31, 2011 and 2010 :

•
Related party

Related party Related part)· Related party long-term Related part y
n lrrf'nt asSl"ts long. tf'rm as.wts nJrrmt liabilifif':S liabilit i" long.t erm de bt

2011· 2010 2011· 2010 2011 · 201. 2011· 2010 2011· 2010

Liberty Media $ $ $ 1,212 $ 1,571 $ 9,722 $ 9,765 $ $ $328,788 $325,907
Sirius XM Canada 14,702 53,741 4,580 21,74 1

irius Canada 5,613 1,805
XM Canada ~ 3 1,904 4,275 24,5 17

Total $14,702 ~ $54.953 $33.4 75 $14.302 $\5,845 $2L74\ $24.5 \7 $328,788 $325,907

• Sirius Canada and XM Canada combined in June 20 II . The combined entity now operates as Sirius XM Canada.
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Depreciation and amortization cxpcnsc on propt~ and cquipmcnt was $208,830, $207,367 and $232,863 for thc years cndcd
December 31, 2011, 2010 and 2009, respectively. We retired property and equipment of $12,158 during the year ended December 31, 2011
$ 155,000, which included our FM-4 satellite, during the year ended December 31, 2010.

Satellites

We currently own a fleet of nine orbiting satellites. The chart below provides certain information on lhese satellites:

Satellite Desi ation

FM1, 'I
FM-2
FM-3, i i

FM-5
XM-1,

1,

XM-2
XM-3
XM-4
XM-5

Year Delivered

2000 „
2000~ F'2000 ,']

2009
2001
2001
2005
2006
2010

Estimated End of

~O'l Uf
2013,
2013

P 2015
2024~ 20131
2013
2020
2021
2025~

Wc own four orbiting satellites for usc in the Sirius system. Space Systems/l.oral has constructed another satcllitc (FM-6) for usc in this
systenl.

In 2010, we recorded an other than temporary impairment charge of $56,100 to Restructuring, impairments, and related costs in our
consolidated statement of operations for FM-4, a ground spare satellite held in storage since 2002. We determined that the probability of
launching FM-4 was remote due to the launch of XM-5 in 2010.

We own five orbiting satellites for use in the XM system. Four of thac satellites were manufactured by Boeing Satellite Systems
International and one was manufactured by Space Systems/Loral.

During the years ended December 31, 2011 and 2010, we capitalized expenditures, including interest, of $81,189 and $223,928,
respectively, related to the construction of our FM-6 and XM-5 satellites and related launch vehicles.

(11) Related Party Transactions
We had the follo~mg related party balances at December 31, 2011 and 2010:

Liberty Media ~
Sirius XM Canada
Sirius Canada
XM Canada
g Total

Related
rnrrent

2011

$
14,702

$ 14 702

party
~IsetI

2010

5,613
1 106

$6,719

Related party
lon -tel'In assets

20114 2010

$ 1,212 $ 1,571
53,741

31 904
$54.953, $33,475

Related party
Related party long-term

rnrrent liabilities liabilities2011'01~ 201 1* 2010

$ 9,722 $ 9,765 $ — $
4,580 — 21,741

~475 — 24 517

,
$ 14,302'15.845 $21.741', $24517

Related party
lon -term debt

20114 2010

$328,788 $325,907

$328,788, $325,907,

o Sirius Canada and XM Canada combined in June 2011. The combined entity now operates as Sirius XM Canada.
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eibem ' Media

In February , 2009, we entered mto an Investment Agreement (the "Investment Agreement") WIth an affiliate of LIberty Media
Corporation, Liberty Radio , LLC (collectively, "Liberty Media") . Pursuant to the Investment Agreement, in March 2009 we issued to Liberty
Radio , LLC 12,500,000 shares of our Convertible Perpetual Preferred Stock, Series B (the "Series B Preferred Stock"), with a liquidation
preference of $0.001 per share in partial consideration for certain loan investments. Liberty Media has representatives on our board of directors.

The Series B Preferred Stock is convertible into 2,586,976,000 shares of common stock . The Investment Agreement provides for certain
standstill provisions during the three year period ending in March 2012.

We accounted for the Series B Preferred Stock by recording a $227,7 16 increase to additional paid-in capital, excluding issuance costs,
for the amount of allocated proceeds received and an additional $186,188 increase in paid-in capital for the beneficial conversion feature ,
which was immediately recognized as a charge to retained eamings.

Liberty Media has advised us that as of December 31, 20 11 and 2010, respectively , it owned the following:

December 31, Decem ber 31,

2011 2010

8.75% Senior Notes due 20 15 $ 150,000 $ 150,000
9.75% Senior Secured Notes due 2015 50,000 50,000
13% Senior Notes due 2013 76,000 76,000
7% Exchangeable Senior Subordinated Notes due 2014 11,000 11,000
7.625% Senior Notes due 20 18 50,000 50,000
Total principal debt 337,000 337,000

Less: discounts 8.2 12 11,093
Total carrying value debt $ 328,788 $ 325,907

As of December 31,2011 and 2010, we recorded $9,722 and $9,765, respectively, related to accrued interest with Liberty Media to
Related party current liabilities . We recognized Interest expense associated with debt held by Liberty Media of$35,681, $40,169 and $79,640

r the years ended December 31, 2011, 2010 and 2009 , respectively.

'Sirius XM Canada

In June 2011, Canadian Satellite Radio Holdings Inc. ("CSR"), the parent company ofXM Canada, and Sirius Canada completed a
transaction to combine their operations ("the Canada Merger"). As a result of the Canada Merger, Sirius Canada became a wholly-owned
subsidiary of CSR. The combined company operates as Sirius XM Canada. In connection with the transaction, we received:

• approximately 46,700,000 Class A shares of CSR, representing a 38.0% equity interest and a 25.0%1 voting interest ;

• $53,781 in cash as repayment of the XM Canada credit facility ($38,815) and consideration for our preferred stock in Sirius Canada
($10,117 as a retum of capi tal and $4,849 in dividends, net of foreign withholding taxes) ; and

• $5,208 in non-interest bearing notes of CSR, which are primarily due at the earliest of (a) the maturity date (2 years) , (b) after Sirius
XM Canada is "free cash flow" positive for a period of six consecutive months, or (c) a date determined by the Sirius XM Canada
board of directors. As of December 31, 2011, $4,798 of these notes were reported as a Related Party current assets.
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In Februaty, 2009, we entered into an Investment Agreement (the "Investment Agreement") with an affiliate of I.iberty Media
Corporation, Liberty Radio, LLC (collectively, "Liberty Media"). Pursuant to the Investment Agreement, in March 2009 we issued to Liberty
Radio, LLC 12,500,000 shares of our Convertible Perpetual Preferred Stock, Series B (the "Series B Preferred Stock"), with a liquidation
preference of $0.001 per share in partial consideration for certain loan investments. Liberty Media has representatives on our board of directors.

The Series B Preferred Stock is convertible into 2,586,976,000 shares of common stock. The Investment Agreement provides for certain
standstill provisions during the three year period ending in March 2012.

We accounted for the Series B Preferred Stock by recording a $227,716 increase to additional paid-in capital, excluding issuance costs,
for the amount of allocated proceeds received and an additional $ 186,188 increase in paid-in capital for the beneficial conversion feature,
which was immediately recognized as a charge to retained earnings.

Liberty Media has advised us that as of December 31, 2011 and 2010, respectively, it owned the following:

Decem ber 31, December 31,

8.75% Senior Notes due 2015
9.75% Senior Secured Notes due 2015
13% Senior Notes due 2013
7% Exchangeable Senior Subordinated Notes due 2014
7.625% Senior Notes due 2018 M
Total principal debt
n, Less: discounts
Total carrying value debt

2011

$ 150,000
50,000
76,000
11,000
50 000

337,000
8212

$ 328,788

2010

$ 150,000
50,000
76,000
11,000
50 000

337,000
11 093

$ 325,907

As of December 31, 2011 and 2010, we recorded $9,722 and $9,765, respectively, related to accrued interest with Liberty Media to
Related party current liabilities. We recognized Interest expense associated with debt held by Liberty Media of $35,681, $40,169 and $79,640

the years ended December 31, 2011, 2010 and 2009, respectively.

XM Canada

In June 2011, Canadian Satellite Radio Holdings Inc. ("CSR"), the parent company ofXM Canada, and Sirius Canada completed a
transaction to combine their operations ("the Canada Merger"). As 0 result of the Canada Merger, Sirius Canada became a wholly-owned
subsidiary of C SR. The combined company operates as Sirius XM Canada. In connection with the transaction, we received:

~ approximately 46,700,000 Class A shares of CSR, representing a 38.(yYo equity interest and a 25.fyYe voting interest;
~ $53,781 in cash as repayment of the XM Canada credit facility ($38,815) and consideration for our preferred stock in Sirius Canada

($ 10,117 as a return of capital and $4,849 in dividends, net of foreign withholding taxes); and

~ $5,208 in non-interest bearing notes of CSR, which are primarily due at the earliest of (a) the maturity date (2 years), (b) after Sirius
XM Canada is "free cash flow" positive for a period of six consecutive months, or (c) 0 date determined by the Sirius XM Canada
board of directors. As of December 31, 2011, $4,798 of these notes were reported as a Related Party current assets.
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The transaction was aecounted for as a reverse acquisition whereby Sirius Canada was decmed to be the acquirer of CSR. As a result 0

the transaction, we recognized a $75,768 gain in Interest and investment income durin g the year ended December 31, 20 II .

Our interest in Sirius XM Canada is accounted for under the equity method. The excess of the cost of our ownership interest in the equity
of Sirius XM Canada over our share of the net assets is recognized as goodwill and intangible assets and is included in the carrying amount of
our investment. Equity method goodwill is not amortized. We will periodically evaluate this investment to determine if there has been an other
than temporary decline below carrying value. Equity method intangible assets are amortized over their respective useful lives, which is
recorded in Interest and investment income. As of December 3 1, 20 II , our investment balance in Sirius XMCanada was approximately
$45,061, $28,589 of which represents equity method goodwill and intangible assets , and was recorded in Related party long-term assets.

We provide Sirius XM Canada with chip sets and other services and we are reimbursed for these costs. As of December 3 1,20 I I,
amounts due for these costs totaled $7,404 and is reported as Related party current assets.

As of December 31,2011 , amounts due from Sirius XM Canada also included $7,280 attributable to deferred programm ing costs and
accrued interest , $4,780 of which is reported as Related party long-term assets.

We hold an investment in Cdn$4,OOOface value of 8% convertible unsecured subordinated debentures issued by CSR, for which the
embedded conversion feature is bifurcated from the host contract. The host contract is accounted for at fair value as an available-for-sale
security with changes in fair value recorded to Accumulated other comprehensive income (loss), net of tax. The embedded conversion feature
is accounted for at fair value as a derivative with changes in fair value recorded in earning s as Interest and investment income (loss). As of
December 31, 2011, the carrying values of the host contract and embedded derivative related to our investment in the debentur . was $3,490
and $0, respectivel y. As of December 31, 20 I0, the carrying values of the host contract and embedded derivative related to our investment in
thedebentures was $3,302 and $11, respectively. The carrying values of the host contract and embedded derivative are recorded in Related
party long-term assets.

As of December 31,2011, amounts due to Sirius XM Canada totaled $1,804 and is reported as Related party current liabilities.

We recorded the following revenue from Sirius XM Canada as Other revenue in our consolidated statements of opera tions :

For the Year En ded

December 3I,
zcu-

Royalty income
Amortization of Sirius XM Canada deferred income
Licensing fee revenue
Advertisin g reimbursements

Total revenue from Sirius XM Canada

... Sirius XM Canada commenced operat ions on June 2011.

$ 13,735
1,388
3,000

417
$ 18,540

Our share of net earnin gs or losses of Sirius XM Canada are recorded to Interest and investment income (loss) in our consolidated
statements of operations on a one month lag. Our share of Sirius XM Canada's net income was $1,08 1 for the year ended December 3 1, 20 II.
We recorded amortization expense of $1,556 related to the equity method intangible assets for the year ended Decemb er 31, 2011.
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Thc transaction ~ as accounted for as a reverse acquisition whcrcby Sirius Canada was dccmed to bc the acquirer of CSR. As a result o
the transaction, we recognized a $75,768 gain in Interest and investment income during the year ended December 31, 2011.

Our interest in Sirius XM Canada is accounted for under the equity method. The excess of the cost ofour ownership interest in the equity
of Sirius XM Canada over our share of the net assets is recognized as goodwill and intangible assets and is included in the carrying amount of
our investment. Equity method goodwill is not amortized. We will periodically evaluate this investment to determine if there has been an other
than temporary decline below carrying value. Equity method intangible assets are amortized over their respective useful lives, which is
recorded in Interest and investment income. As of December 31, 2011, our investment balance in Sirius XM Canada was approximately
$45,061, $28,589 of which represents equity method goodwill and intangible abets, and was recorded in Related party long-term assets.

We provide Sirius XM Canada with chip sets and other services and we are reimbursed for these costs. As of December 31, 2011,
amounts due for these costs totaled $7,404 and is reported as Related party current assets.

As of December 31, 2011, amounts due from Sirius XM Canada also included $7,280 attributable to deferred programming costs and
accrued interest, $4,780 of which is reported as Related party long-term assets.

We hold an investment in Cdn$4,000 face value of 8% convertible unsecured subordinated debentures issued by CSR, for which the
embedded conversion feature is bifurcated from the host contract. The host contract is accounted for at fair value as an available-for-sale
security with changes in fair value recorded to Accumulated other comprehensive income Joss), net of tax. The embedded conversion feature
is accounted for at fair value as a derivative with changes in fair value recorded in earnings as Interest and investment income (loss). As of
December 31, 2011, the carrying values of the host contract and embedded derivative related to our investment in the debentures was $3,490
and $0, respectively. As of December 31, 2010, the carrying values of the host contract and embedded derivative related to our investment in
the debentures was $3,302 and $ 11, respectively. The carrying values of the host contract and embedded derivative are recorded in Related
party long-term assets.

As of December 31, 2011, amounts due to Sirius XM Canada totaled $ 1,804 and is reported as Related party current liabilities.

We recorded the following revenue from Sirius XM Canada as Other revenue in our consolidated statements of operations:

For cbe Year Ended

December 31

Royalty income
Amortization of Sirius XM Canada deferred income
Licensing fee revenue
Advertising reimbursements

I Total revenue from Sirius XM Canada

20110

$ 13,735 I

1,388
3,000

417
18 540

n Sirius XM Canada commenced operations on June 2011.

Our share of net earnings or losses of Sirius XM Canada are recorded to Interest and investment income Joss) in our consolidated
statements of operations on a one month lag. Our share of Sirius XM Canada's net income was $ 1,081 for the year ended December 31, 2011.
We recorded amortization expense of $ 1,556 related to the equity method intangible assets for the year ended December 31, 2011.

F-23



SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

irius Canada

We had an equity interest of 49.<)0/0 in Sirius Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed. Our investment balance was zero as of December 31, 2010 as our investment balance was absorbed by our share of net losses generated
by Sirius Canada .

In 2005, we entered into a license and services agreement with Sirius Canada. Pursuant to such agreement, we are reimbursed for certain
costs incurred to provide Sirius Canada service, including certain costs incurred for the production and distribution of radios, as well as
information technology support costs. In consideration for the rights granted pursuant to this license and services agreement , we have the right
to receive a royalty equal to a percentage of Sirius Canada 's gross revenues based on subscriber levels (ranging between 5% to 15%) and the
number of Canadian -specific channels made available to Sirius Canada.

We recorded the following revenue from Sirius Canada . Royalty income is included in other revenue and dividend income is included in
Interest and investment income (loss) in our consolidated statements of operations:

For the Years Ended December 31,

Royalty ineomc
Dividend income

Total revenue from Sirius Canada

*Sirius Canada combined with XM Canada in June 201 I.

2011·

S 9,945
460

10,405

2010

$ 10,684
926

$ 11,6 10

2009

$ 5,797
839

$ 6.636-
Receivables from royalty and dividend income were utilized to absorb a portion of our share of net losses generated by Sirius Canada.

Total costs that have been or will be reimbursed by Sirius Canada were $5,253, $12, I85 and $11,031 for the years ended lJecember 31, 201 I,
2010 and 2009, respectively .

Our share of net earnings or losses of Sirius Canada was recorded to Interest and investment income (loss) in our consolidated statements
of operations on a one month lag. Our share of Sirius Canada 's net loss was $9,7 I7, $10,257 and $6,636 for the years ended December 31,
2011,2010 and 2009, respectively. The payments received from Sirius Canada in excess of carrying value were $6,748, $10,281 and 13,738
~ the years ended December 3 I, 20 II , 20 I0 and 2009, respcetively.

_ M Canada

We had an equity interest of 21.5% in XM Canada until June 21, 20 II when the transaction between XM Canada and Sirius Canada
closed. Our investment balance was zero as of December 31,2010 as our investment balance was absorbed by our share of net losses generated
by XM Canada .

In 2005, XM entered into agreements to provide XM Canada with the right to offer XM satellite radio service in Canada. The agreements
have an initial ten year term and XM Canada has the unilatera l option to extend the agreements for an additiona l five year term. We receive a
15% royalty for all subscriber fees earned by XM Canada each month for its basic service and an activation fee for each gross activation of an
XM Canada subscriber on XM 's system . Sirius XM Canada is obligated to pay us a total of $70,300 for the rights to broadcast and market
National Hockey League ("NHL ") games for a ten year term. We recognize these payments on a gross basis as a principal obligor pursuant to
the provisions of ASC 605, Revenue Recognition . The estimated fair value of deferred revenue from XM Canada as of the Merger date was
approximately $34,000, which is
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Canada

We had an equity interest of 49.9'n Sirius Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed. Our investment balance was zero as of December 31, 2010 as our investment balance was absorbed by our share of ne1 losses generated
by Sirius Canada.

In 2005, we entered into a license and ~ices agreement with Sirius Canada. Pursuant to such agreement, we are reimbursed for certain
costs incurred to provide Sirius Canada service, including certain costs incurred for the production and din~bution of radios, as well as
information technology support costs. In consideration for the rights granted pursuant to this license and services agreement, we have the right
to receive a royalty equal to a percentage of Sirius Canada's gross revenues based on subscriber levels (ranging behveen 5% to 15%) and the
number of Canadian-specific channels made available to Sirius Canada.

We recorded the following revenue from Sirius Canada. Royalty income is included in other revenue and dividend income is included in
Interest and invcstmcnt income (loss) in our consolidated statements of operations:

For the Years Ended December 31

Royalty income
Dividend income

Total revenue from Sirius Canada

201 1*

$ 9,945 Q
460

$ 10,405

2010

$ 10,684
926

$ 11,610 "

2009

$ 5,797
839

$ 6 636

o Sirius Canada coinbined with XM Canada in June 2011.

Receivables from royalty and dividend income were utilized to absorb a portion of our sharc of nct losses gcncratcd by Sirius Canada.
Total costs that have been or will be reimbursed by Sirius Canada were $5,253, $ 12,185 and $ 11,031 for the years ended December 31, 2011,
2010 and 2009, respectively.

Our share of net earnings or losses of Sirius Canada was recorded to Interest and investment income (loss) in our consolidated statements
of operations on a one month lag. Our share of Sirius Canada's net loss was $9,717, $ 10,257 and $6,636 for the years ended December 31,
2011, 2010 and 2009, respectively. The payments received from Sirius Canada in excess of carrying value were $6,748, $ 10,281 and $ 13,738

thc years cndcd Dcccmbcr 31, 2011, 2010 and 2009, respectively.

Canada

We had an equity interest of 21.5% in XM Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed. Our investment balance was zero as of December 31, 2010 as our investment balance was absorbed by our share of net losses generated
by XM Canada.

In 2005, XM entered into agreeinents to provide XM Canada with the right to offer XM satellite radio service in Canada. The agreements
have an initial ten year term and XM Canada has the unilateral option to extend the agreements for an additional five year term. We receive a
15% royalty for all subscriber fees earned by XM Canada each month for its basic service and an activation fee for each gross activation of an
XM Canada subscriber on XM's system. Sirius XM Canada is obligated to pay us a total of $70,300 for the rights to broadcast and market
National Hockey League ("NHL") games for a ten year term. We recognize these payments on a gross basis as a principal obligor pursuant to
the provisions of ASC 605, Revenue Recognition . The estimated fair value of deferred revenue from XM Canada as of the Merger date was
approximately $34,000, which is
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amortized on a straight-line basis through 2020, the end of the expected term of the agreements, As of December 31, 20 II and December 31.
2010, the carrying value of deferred revenue related to this agreement was $24,517 and $28,792, respectively.

The Cdn$45,000 standby credit facility we extended to XM Canada was paid and termina ted as a result of the Canada Merger. We
received $38,815 in cash upon payment of this facility. As a result of the repayment of the credit facility and completion of the Canada Merger,
we released a $15,649 valuation allowance related to the absorption of our share of the net loss from our investment in XM Canada as of
June 21, 2011.

As of December 31,2010, amounts due from XM Canada also included $7,201 attributable to deferred programming costs and aecrued
interest, all of which is reported as Related party long-term assets .

We recorded the following revenue from XM Canada as Other revenue in our consolidated statements of operations:

"or t he Yean Knded December 3 1,

Amortization of XM Canada deferred income
Subscriber and activation fee royalties
Licensing fee revenue
Advertising reimbursements

Total revenue from XM Canada

• XM Canada combined with Sirius Canada in June 20 II .

2011 · 2010 2009

$ 1,388 $ 2,776 $ 2,776
5,483 10,313 11,603
3,000 4,500 6,000

_ ..;;.;;83-,,-3 1,083 1,067
$ 10,704 $18,672 $2 1,446

Our share of net earnings or losses of XM Canada is recorded to Interest and investment income in our consolidated statements of
operations on a one month lag. Our share of XM Canada 's net loss was $6,045, $12,147 and $2,292 for the years ended Deecmber 31, 20 II ,
2010 and 2009, respectively.

General Motors andAmerican Honda

We have a long-term distribution agreement with General Motors Company CGM") . GM had a representative on our board of directors
and was considered a related party through May 27, 20 IO. During the term of the agreement, GM has agreed to distribute our service. We •
subsidize a portion of the cost of satellite radios and make incentive payments to GM when the owners of GM vehicles with factory- or dealt:
installed satellite radios become self-paying subscribers. We also share with GM a percentage of the subscriber revenue attributable to GM
vehicles with faetory- or dealer- installed satellite radios. As part of the agreement, GM provides certain call-center related service s directly to
subscribers who are also GM customers for which we reimburse GM.

We make bandwidth available to OnStar LLC for audio and data transmissions to owners of enabled GM vehicles, regard less of whether
the owner is a subscriber. OnStar 's use of our bandwidth must be in comp liance with applicable laws, must not compete or adversely interfere
with our business, and must mect our quality standa rds. We also granted to OnStar a certain amount of time to usc our studios on an annual
basis and agreed to provide certain audio content for distribution on OnStar's services.

We have a long-term distrib ution agreement with American Honda . American Honda had a representative on our board of directors and
was considered n related party through May 27,2010. We have an agreement to make a certain amount of our bandwidth available to American
Honda. American Honda's use of our bandwidth
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amortized on a straight-line basis through 2020, the cnd of the cxpcctcd term of thc agrccmcnts. As of Dcccmbcr 31, 2011 and December 31

2010, the carrying value of deferred revenue related to this agreement was $24,517 and $28,792, respectively.

The Cdn$45,000 standby credit facility we extended to XM Canada was paid and terminated as a result of the Canada Merger. We
received $38,815 in cash upon payment of this facility. As a result of the repayment of the credit facility and completion of the Canada Merger,
we released a $ 15,649 valuation allowance related to the absorption of our share of the net loss from our investment in XM Canada as of
June 21, 2011.

As of December 31, 2010, amounts due from XM Canada also included $7,201 attributable to deferred programming costs and accrued
interest, all of which is reported as Related party long-term assets.

We recorded the following revenue from XM Canada as Other revenue in our consolidated statements of operations:

Amortization of XM Canada deferred income
Subscriber and activation fee royalties
Licensing fee revenue
Advertising reimbursements

g Total revenue from XM Canada

For the Yeort k:nded Decem her 3120ll'010 2009

$ 2,776
10,313

i',500
1 083

Q $ 18,672

$ 1,388 $ 2,776
5,483 11,603
3,000 & 6,000

833 1 067

$ 10 704 $21446

«XM Canada combined with Sirius Canada in June 2011.

Our share of net earnings or losses of XM Canada is recorded to Interest and investment income in our consolidated statements of
operations on a onc month lag. Our sharc of XM Canada's nct lttss was $6,045, $ 12,147 and $2,292 for thc years cndcd Dcccmbcr 31, 2011,
2010 and 2009, respectively.

general hlorors andA nterieun Honda

We have a Iong-tenn distribution agreement with General Motors Company ("GM"). GM had a representative on our board of directors
and was considered a related party through May 27, 2010. During the term of the agreement, GM has agreed to distribute ow service. We
subsidize a portion of the cost of satellite radios and make incentive payments to GM when the owners of GM vehicles with factory- or deal
mstalled satellite radios become self-paying subscribers. We also share with GM a percentage of the subscriber revenue attributable to GM
vehicles with factory- or dealer- installed satellite radios. As part of the agreement, GM provides certain call@enter related services directly to
subscribers who are also GM customers for which we reimburse GM.

We make bandwidth available to OnStar LLC for audio and data transmissions to owners of enabled GM vehicles, regardless of whether
the owner is a subs$viber. OnStar's use of our bandwidth must be in compliance with applicable laws, must not compete or adversely interfere
with our business, and must mcct our quality standards. Wc also granted to OnStar a certain amount of time to usc our studios on an annual
basis and agreed to provide certain audio content for distribution on OnStar's services.

We have a long-term distribution agreement with American Honda. American Honda had a representative on our board of directors and
was considered 0 related party through May 27, 2010. We have an agreement to make 0 certain amount of our bandwidth available to American
Honda. American Honda's use of our bandwidth
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t be in compliance with applicable laws, must not compete or adversely interfere with our business, and must mcet our quality standards.
agreement remains in effect so long as American Honda holds a certain amount of its investment in us. We make incentive payments to

erican Honda for each purchaser of a Honda or Acura vehicle that becomes a self-paying subscriber and we share with American Honda a
portion of the subscriber revenue attributable to Honda and Acura vehicles with installed satelli te radio s.

We recorded the following total related party revenue from GM and American Honda, primarily consisting of subscriber revenue, in
connection with the agreements above:

For th e Years Ended Decem ber 31,

OM
American Honda

Total

.GM and American Honda were cons idered related parties through May 27, 20 10.

We have incurred the following related party expenses with OM and American Honda:

2010· 2009

s 12,759 $ 31,037
___4""",9..;.90..;. 12,254
$ 17.749 $ 43.29 1

For t he Yean Ended Decem ber 31,
2010 · 2009

Arnerinn America n

Sales and marketing
Revenue share and royaltie s
Subscriber acquisition costs
Customer service and billing
Interest expense, net of amounts capitalized

Total

GM
$13,374

15,823
17,514

125
1,421

$48.257

Hond a

$
3,167
1,969

$ 5.136

GM
$ 31,595

58,992
34,895

268
4.644

$130.394

Hond a

$ SOO
6,54 1
5,397

$12,438

a Mand American Honda were cons idered related parties through May 27, 20 IO.
• ) Investments

Auction Rate Certificates

Auction rate certificates are long-term securities structured to reset their coupon rates hy means of an auction . We aceounted for our
investment in auction rate certificates as available-for-sale securities. In January 20 I0, our investment in the auction rate certificates was called
by the issuer at par plus accrued interest, or $9,456, resulting in a gain of $425 in the year ended December 31,2010.

Long Term Restricted Investments

Restricted investment s relate to reimbursement obligations under Icttcrs of credit issued for the benefit of lessors of office space. As of
December 31, 2011 and December 3 I, 2010, our Long-term restricted investments were $3,973 and $3,3%, respectively . During the year
ended December 31, 20 II , $250 of obligations relating to these letters of credit were terminated and a new letter of credit agreement was
entered into for $826 for additional space.
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be in compliance with applicable laws, must not compete or adversely intcrfcrc with our business, and must meet our quality standards.
agreement remains in effect so long as American Honda holds a certain amount of its investment in us. We make incentive payments to

Honda for each purchaser of a Honda or Acura vehicle that becomes a self-paying subscriber and we share with American Honda a
portion of the subscriber revenue attributable to Honda and Acura vehicles with installed satellite radios.

We recorded the following total related party revenue from GM and American Honda, primarily consisting of subscriber revenue, in
connection with the agreements above:

For the Years Ended December 31

GM +gP'~
American Honda

Total

2010
I" $ 12,759

4 990

[1, $ 17749

2009

$ 31,037
12 2$4

$ 43,291

o GM and American Honda were considered related parties through May 27, 2010.

We have incurred the following related party ex~ses with GM and American Honda:

For the Years Knded December 31
2010

Alnel'Icon American

Sales and marketing
Revenue share and royalties
Subscriber acquisition costs
Customer service and billing
Interest expense, net of amounts capitalized

Total

Ghf

$ 13,374
15,823
17,514

125
1,421

$48,257

Hoada

$
3,167

'" 1.969

$ 5,136

GM
'l I'31&95

58,992
34,895

268
4,644

$ 130,394

Honda

$ 500
6,541
5,397

$ 12,438

M and American Honda were considered related parties through May 27, 2010.

) Investments

Auction Rale Certificates

Auction rate certificates are long-term securities structured to reset their coupon rates by means of an auction. We accounted for our
investment in auction rate certificates as available-for-sale securities. In January 2010, our investment in the auction rate certificates was called
by the issuer at par plus accrued interest, or $9,456, resulting in a gain of $425 in the year ended December 31, 2010.

Long Term Restricted lnvestntents

Restricted investments relate to reimbursement obligations under letters of credit issued for the benefit of lessors of office space. As of
December 31, 2011 and December 31, 2010, our Long-term restricted investments were $3,973 and $3,396, respectively. During the year
ended December 31, 2011, $250 of obligations relating to these letters of credit were terminated and a net letter of credit agreement was
entered into for $826 for additional space.
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Coeversion
Decem ...... 31. De«-m bet"31,

Pri""
(per sha re) 2 11 2010

$ 5.30 s s 191,979
(515)

N/A &00,000 &00.000
(9,753) (12.213)

N/A 257,000 257,000
(8,356) (10, 116)

N/A 36,685
(1,705)

N/A 778,500 778,500
(39,504) (59,592)

$ 1.875 550,000 550,000
(5,956) (7,620)

N/A 700,000 700,000
(10,898) (12,054)

N/A 2,941 7,229
3,013,974 3,217,578

1,623 195,815
3,012,351 3,021,763

328,788 325,907
$2683.563 $2695 H56
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(13) Debt

Our debt consists of the following :

3.25% Convertible Notes due 201 I (a)
Less : discount

8.75% Senior Notes due 2015 (h)
Less : discount

9.75% Senior Secured Notes due 2015 (c)
Less : discount

11.25% Senior Secured Notes due 2013 (d)
Less : discount

13% Senior Notes due 2013 (e)
Less : discount

7% Exchangeab le Senior Subordinated Notes due
2014 (1)

Less : discount
7.625% Senior Notes due 2018 (g)

Less: discount
Other debt:

Capital leases
Total debt

Less : total current maturities non-related party
Total long-term

Less : related party
Total long-term, excluding related port

(a) 3.25% Convertible Notes due 2011 •

In October 2004, we issued $230,000 in aggregate principal amount of3.25% Convertible Notes due October 15,201 I (the "3.25%
Notes") , which were convertible, at the option of the holder, into shares of our common stock at any time at a conversion rate of 1HH.6792
shares of common stock for each $1,000 principal amount , or $5.30 per shore of common stock . Interest was payable semi-annually on
April 15 and October 15 of each year. The obligations under the 3.25% Notes were not secured by any of our assets .

In 201I , we purchased $168 ,113 of the outstanding 3.25% Notes at prices between 100.75% and 101% of the principal amount plus
accrued interest. We recognized a loss on extinguishment of debt for the 3.25% Notes of $2,291 for the year ended December 31,201 I . which
consis ts primarily of cash premiums paid, unamortized discount and deferred financing fees . The remaining $23,866 in principal amount of the
3.25% Notes was paid in October 20 1I upon maturity .

(b) 8. 75% Senior Notes due 2015

In March 2010, we issued $800 ,000 aggregate principal amount of 8.75% Senior Notes due 2015 (the "8.75% Notes") . Interest is payable
semi-annually in arrears on April I and October I of each year at a rate of 8.75% per annum. The 8.75% Notes mature on April 1,2015. The
8.75% Notes were issued for $786,000, resulting in an aggregate original issuance discount of $ I4,000. Substantially all of our dome stic
wholly -owned subsidiaries guarantee our obligations under the 8.75% Notes on a senior unsecured basis .
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(13) Debt

Our debt consists of the following

Co88vereio88
December 3le December 3i,

3.25% Convertible Notes due 2011 (a)
Less: discount

8.75% Senior Notes duc 2015 (b)
Less: discount

9.75% Senior Secured Notes due 2015 (c)
Less: discount

I 11.25% Senior Secured Notes due 2013 (d)
Less: discount

13% Senior Notes due 2013 (e)
Less: discount

7% Exchangeable Senior Subordinated Notes due
2014 (f)

Less: discount
g 7.625% Senior Notes duc 2018 (g)

Less: discount
Other debt:

Capital leases
Total debt

Less: total current maturities non-related party
Total long-term

Less: related party
Total long-term, excluding related party

N/A

„, N/A

. N/A

N/A

$ 1.875

N/A

N/A

800,000
(9,753)

257,000,4
(8,356)

P7

778,500
(39,504)

550,000,,p.
(5,956)

700,000
(10,898)

2 941

3.013.974
1 623

3,012,351
328 788

$2 683 563

2010

$ 191,979.
(515)

800,000 .
(12,213)
257,000
(10,116)

V 36,685
(1,705)

Q 778,500
(59,592)

550,000,
(7,620)

700,000
(12,054)

7 229
3,217,578

195 815
3,021.763

325 907
$2 695 856,

(a) 3.25% Con$7ertibk Notes due 2011

In October 2004, we issued $230,000 in aggregate principal amount of 3.25% Convertible Notes due October 15, 2011 (the "3.25%
Notes"), which were convertible, at the option of the holder, into shares of our common stock at any time at a conversion rate of 188.6792
shares of common stock for each $ 1,000 principal amount, or $5.30 per share of common stock. Interest was payable semi-annually on
April 15 and October 15 of each year The obligations under the 3.25% Notes were not secured by any of our assets.

In 2011, we purchased $ 168,113 of the outstanding 3.25% Notes at prices between 100.75% and 101% of the principal amount plus
accrued interest. We recognized a loss on extinguishment of debt for the 3.25% Notes of $2,291 for the year ended December 31, 2011. which
consists primarily of cash premiums paid, unamortized discount and deferred financing fees. The remaining $23,866 in principal amount of the
3.25% Notes was paid in October 2011 upon maturity.

(b) 8. 75% Senior Notes due 2015

In March 2010, we issued $800,000 aggregate principal amount of 8.75% Senior Notes due 2015 (the "8.75% Notes"). Interest is payable
semi-annually in arrears on April 1 and October I of each year at a rate of 8.75% per annum. The 8.75% Notes mature on April 1, 2015. The
8.75% Notes were issued for $786,000, resulting in an aggregate original issuance discount of $ 14,000. Substantially all of ow domestic
whollywwned subsidiaries guarantee our obligations under the 8.75% Notes on a senior unsecured basis.
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e C) 9.75% Senior Secured Notes due 10/5

In August 2009, we issued $257 ,000 aggregate principal amount of 9.75% Senior Secured Notes due September I, 20 15 (the "9.75%
Notes"). Interest is payable semi-annually in arrears on March I and September I of each year at a rate of 9.75% per annum. The 9.75% Notes
were issued for $244,292, resulting in an aggregate original issuance discount of $ I2,708. Substantially all of our domestic wholly-owned
subsidiaries guarantee our obligations under the 9.75% Notes. The 9.75% Notes and related guarantees are secured by first-priority liens on
substantially all of our assets and the assets of the guarantors.

(d) 11.25% Senior Secured Notes due 10/3

In June 2009, we issued $525 ,750 aggregate principal amount of 11.25% Senior Secure d Notes due 20 13 (the .•11.25% Notes"). The
11 .25% Notes were issued for $488 ,398, resulting in an aggregate original issuance discount of $37,352.

In October 2010, we purchased $489,065 in aggrega te principal amount of the 11.25% Notes. The aggregate purchase price for the
11 .25% Notes was $567,927. We recorded an aggregate loss on extinguishment of the 11.25% Notes of $85,2 16, consisting primari ly of
unamortized discount, deferred financi ng fees and repayment premi um to Loss on extinguishment of debt and credit facilities, net, in our 20 I°
consolidated statements of operations. The remainder of the 11.25% Notes of $36,GS5 was purchased in January 20 II for an aggregate
purchase price of $40,376. A loss from extinguishment of debt of $4,915 associated with this purehase was recorded during the year ended
December 31,2011 .

(e) 13% Senior Notes due 2013

In July 2008, we issued $778 ,500 aggregate principal amount of 13% Senior Notes due 2013 (the " 13% Notes"). Interest is payable semi
annually in arrears on February I and August 1 of each year at a rate of 13% per annum. The 13% Notes mature on August I, 2013.
Substantially all of our domes tic wholly-owned subsidiaries guarantee our obligations under the 13% Noles .

(f) 7% Exchangeable Senior Subordinated Notes due 20U

In August 2008, we issued $550 ,000 aggregate principal amount of 7% Exchangeable Senior Subordinated Notes due 2014 (the
"Exchangeable Notes"). The Exchangeable Notes are senior subordinated obligations and rank junior in right of payment to our existing and
future senior debt and equally in right of payment with our existing and future senior subordina ted debt. Substantially all of our domestic

•

0lly-oWned subsidiaries have guaranteed the Exchangeable Notes on a senior subordinated basis .

Interest is payable semi-annually in arrears on June 1 and December I of each year at a rate of 7% per annum. The Exchangeable Notes
mature on December I, 2014. The Exchangeable Notes are exchangeable at any time at the option of the holder into shares of our common
stock at an initial exchange rate of 533.3333 shares of common stock per $1,000 principa l amount of Exchangeable Notes , which is equivalent
to an approximate exchange price of $1.875 per share of common stock.

(gJ 7.625% Senior Notes due 2018

In October 20 I0, we issued $700,000 aggregate principal amount of 7.625% Senior Notes due 2018 (the "7.625% Senior Notes"). Interest
is payable semi-annually in an-ears on May I and November I of each year at a rate of 7.625% per annum. A majority of the net proceeds were
used to purchase $489,065 aggrega te principal amount of the 11.25% Notes. The 7.625% Senior Notes mature on November I, 20 18.
Substantially all of our domestic wholly-owncd subsidiaries guarantee our obligations under the 7.625% Senior Notes.
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cj 9. 7$% Senior Secured Nates due 201$

In August 2009, we issued $257,000 aggregate principal amount of 9.75%o Senior Secured Notes due September I, 2015 (the "9.75'Yo

Notes"). Interest is payable semi-annually in arrears on March 1 and September 1 of each year at a rate of 9.75'/o per annum. The 9.75/a Notes
were issued for $244,292, resulting in an aggregate original issuance discount of $ 12,708. Substantially all of our domestic whollywwned
subsidiaries guarantee our obligations under the 9.75'Yo Notes. The 9.75/o Notes and related guarantees are secured by first-priority liens on
substantially all of our assets and the assets of the guarantors.

(d1 11.2$~A Senior SecuredNotes due 2013

In June 2009, we issued $525,750 aggregate principal amount of 11.25/6 Senior Secured Notes due 2013 (the "11.254/6 Notes"). The
11.25'/o Notes were issued for $488,398, resulting in an aggregate original issuance discount of $37,352.

In October 2010, we purchased $489,065 in aggregate principal amount of the 11.2SYo Notes. The aggregate purchase price for the
11.25'Yv Notes was $567,927. We recorded an aggregate loss on extinguishment of the 11.25'/6 Notes of $85,216, consisting primarily of
unamortized discounl, deferred financing fees and repayment premium to Loss on extinguishment of debt and credit I'acilities, net, in our 2010
consolidated statements of operations. The remainder of the 11.25/o Notes of $36,685 was purchased in January 2011 for an aggregate
purchase price of $40,376. A loss froin extinguishment of debt of $4,915 associated with this purchase was recorded during the year ended
December 31, 2011.

(cI 13~4 Senior Notes due 2013

In July 2008, we issued $778,500 aggregate principal amount of 13'Yo Senior Notes due 2013 (the "13'/o Notes"). Interest is payable semi-
annually in «rrears on February 1 and August I of each year at a rate of 13'/o per annum. The 13/o Notes mature on August 1, 2013.
Substantially all of our domestic wholly mivned subsidiaries guarantee our obligations under the 13/o Notes.

(fj 7~4 Exchangeable Senior SuborduiatedNotes due 2014

In August 2008, we issued $550,000 aggregate principal amount of 7'Yo Exchangeable Senior Subordinated Notes due 2014 (the
"Exchangeable Notes"). The Exchangeable Notes are senior subordinated obligations and rank junior in right ofpayment to our existing and
future senior debt and equally in right of payment vvith our existing and future senior subordinated debt. Substantially all of our domestic

Ily~wncd subsidiaries have guarantccd thc Exchangeable Notes on a senior subonlinatcd basis.

Interest is payable semi-annually in arrears on June I and December I of each year at a rate of 7'/o per annum. The Exchangeable Notes
mature on December I, 2014. The Exchangeable Notes are exchangeable at any time at the option of the holder into shares of our common
stock at an initial exchange rate of 533.3333 shares of common stock pcr $1,000 principal amount of Exchangeable Notes, vvhich is equivalent
to an approximate exchange price of $ 1.875 per share of common stock.

(g1 7.62$N Senior Notes due 2018

In October 2010, we issued $700,000 aggregate principal amount of 7.625'/o Senior Notes due 2018 (the "7.625'/o Senior Notes"). Interest
is payable semi-annually in arrears on May 1 and November 1 of each year at a rate of 7.625'/o per annum. A majority of the net proceeds were
used to purchase $489,065 aggregate principal amount of the 11.25'/o Notes. The 7.625'/o Senior Notes mature on November I, 2018.
Substantially all of our domestic wholly~wned subsidiaries guarantee our obligations under thc 7.6254/o Senior Notes.
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•Covenants anti Restrictions

Our deht generally requires compliance with certa in covenant s that restrict our ability to, among other things. (i) incur additiona l
indebtedness unless our consolidated leverage ratio would be no greater than 6.00 to 1.00 after the incurrence of the indebtedness. (ii) incur
liens. (iii) pay dividends or make certain other restricted payments. investments or acquisitions, (iv) enter into certain transactions with
affiliates, (v) merge or consolidate with another person, (vi) sell, assign, lease or otherwise dispose of all or substantially all of our assets, and
(vii) make voluntary prepayments of certa in debt, in each case subject to except ions.

Under our debt agreements. the following generally constitute an event of default : (i) a default in the payment of interest; (ii) a default in
the payment of principal; (iii) failure to comply with covenants; (iv) failure to pay other indebtedness after final maturity or acceleration of
other indebtedness exceeding a specified amount: (v) certain events of bankruptcy; (vi) a judgment for payment of money exceedin g a specified
aggregate amount; and (vii) voidance uf subsidiary guarantees, subject tu grm;e periods where upplicuble . If an event uf dcfault occurs and is
continuing, our debt could become immediately due and payable .

At December 31,2011, we were in compliance with our debt covenants.

(14) Stockholders' Equity

Common Stock. par value $0.001 per share

We were authorized to issue up to 9,000,000,000 shares of common stock as of December 31,2011 and 20 10. There were 3.753.20 1,929
and 3,933,195,112 shares uf cummon stock issued and outstanding as of'Dccernbcr 31, 2011 and 2010. respectively.

As of December 31, 20 II , approximately 3,342,818,000 shares of common stock were reserved for issuance in connect ion with
outstanding convertible debt , preferred stock, warrants, incentive stock awards and common stock to be granted to third parties upon
satisfaction of performance targets.

To facilitate the offering of the Exchangeable Notes , we entered into share lending agreements with Morgan Stank')' Capital Services Inc.
CM S" ) and UBS AG London Branch ("UBS") in July 2008, under which we loaned MS and UBS an aggregate of 262,400,000 shares of our
common stock in exchange for a fee of $0.001 per share . During the third quarter of 2009, MS returned to us 60,000,000 shares of our common
stock borrowed, In October 20 II , MS and UBS retumed the remaining 202,400,000 shares loaned. The returned shares were retired upon
receipt and removed from outstanding common stock. The share lending agreements have been terminated.

The shares we loaned tu the share borrowers were issued and outstanding fur corporate law purposes through October 20 II , and huldel .
of borrowed shares (other than the share borrowers) had the same rights under those shares as holders of any of our other outstanding common
shares . Under GAAP, the borrowed shares were not considered outstanding for the purpose of computi ng and reporting our net income (loss)
per common share.

We recorded interest expense related to the amortization of the costs associated with the shore-lending arrangement and other issuance
costs of $1 1,189, $ 10,095 and $9,248, respectively, for the years ended December 31, 20 11,20 10 and 2009. As of December 3 1, 2011, the
unamortized balance of the debt issuance cos ts was $40,054, with $39,253 recorded in deferred financing fees, net, and $80 I recorded in long
term related party assets. As of December 31, 20 I0, the unamortized balance of the debt issuance costs was $51,243, with $50,2 18 recorded in
deferred financing fees, net, and $1,025 recorded in lon g-term related party assets. As of December 31, 2010, the estimated fair value of the
outstanding 202,400,000 loaned shares was approximately $329 ,912. These costs will continue 10 be amortized until the dcht is terminated .
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Covenants and Restrictums

Our debt generally requires compliance with certain covenants that restrict our ability to, among other things, (i) incur additional
mdebtedness unless our consolidated leverage ratio would be no greater than 6.00 to 1.00 after the incurrence of the indebtedness, (ii) incur
liens, (iii) pay dividends or make certain other restricted payments, investments or acquisitions, (iv) enter into certain transactions with
affiliates, (v) merge or consolidate with another person, (vi) sell, assign, lease or otherwise dispose of all or substantially all of our assets, and
(vii) make voluntary prepayments of certain debt, in each case subject to exceptions.

Under our debt agreements, the following generally constitute an event of default: (i) a default in the payment of interest; (ii) a default in
the payment of principal; (iii) failure to comply with covenants; (iv) failure to pay other indebtedness after final maturity or acceleration of
other indebtedness exceeding a specified amount; (v) certain events of bankruptcy; (vi) a judgment for payment of money exceeding a specified
aggregate amount; and (vii) voidance ol'ubsidiary guarantees, subiect to grace periods where applicable. Ii'n «vent of d«iault occurs and is
continuing, our debt could become immediately due and payable.

At December 31, 2011, we were in compliance with our debt covenants.

(14) Stockholders'quity
Common Stock, par value $0.00l lier share

Wc w«rc authorized to issue up to 9,000,000,000 shams of common stock as of Dcccmhcr 31, 2011 and 2010. There werc 3,753,201,929
and 3,933,195,112 shares of common stock issued and outstanding as of December 31, 2011 and 2010, respectively.

As of December 31, 2011, approximately 3,342,818,000 shares of common stocl. were reserved for issuance in connection with
outstanding convertible debt, preferred stock, warrants, incentive stock aivards and coinmon stock to be granted to third parties upon
satisfaction of performance targets.

To facilitate thc offerin of thc Exchangeable Notes, wc entered into sharc lending agrccmcnts with Morgan Stanley Capital Services lnc.
("MS") and UBS AG London Branch ("UBS") in July 2008, und«r which we loaned MS and UBS an aggregate of 262,400,000 shares of our
common stock in exchange for a fee of $0.001 pcr share. During the third quarter of 2009, MS returned to us 60,000,000 shares of our conimon
stock borrowed. In October 2011, MS and UBS returned the remaining 202,400,000 shares loaned. 1'hc returned shares were rctircd upon
receipt and removed from outstanding common stock. The share lending agreements have been terminated.

The shares we loaned to the share borrowers were issued and outstanding for corporate law purposive throu+~ October 2011, and holdc
of borrowed shares (other than the share borrowers) had the same rights under those shares as holders of any of our other outstanding common
shares. Under GAAP, the borroived shares were not considered outstanding for the purpose of computing and reporting our net income (loss)
per common share.

We recorded interest expense related to the amortization of the costs associated with the share-lending arrangement and other issuance
costs of $ 11,189, $ 10,095 and $9,248, respectively, for the years ended December 31, 2011, 2010 and 2009. As of December 31, 2011, the
unamoiiized balance of the debt issuance costs was $40,054, with $39,253 recorded in deferred financing fees, net, and $801 recorded in long-
tcrm related party assets. As of December 31, 2010, the unamortized balance of the debt issuance costs was $51,243, with $50,218 recorded in
deferred financing fees, net, and $ 1,025 recorded in long-term related party assets. As of December 31, 2010, th» estimated fair value of the
outstanding 202,400,000 loaned shares was approximately $329,912. Thcsc costs will continue to bc amortized until thc debt is tcrminatcd.
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In January 2004, Sirius signed a seven-year agreement with a sports programming provider which expired in February 201 1. Upon
cution of this agreement, Siriu s delivered 15,173,070 shares of common stock valued at $40 ,967 to that programming provider. These

s lare s of common stock were subject to transfer restric tions which lapsed over time. We recognized share-based payment expe nse associated
with these shares of $1,568, $5,852 , and $5,852 in the years ended December 31, 2011 , 2010 and 2009, respectively . As of December 31, 2011
and December 31, 20 I0, there was $0 and $1,568 remaining balance of common stock value included in other current asse ts, respectively .

Preferred Stock, par value $0.001 per share

We were authorized to issue up to 50,000,000 shares of undcsignated preferred stock as of December 31,2011 and 2010.

There were no shares of Series A Convertible Preferred Stock ("Series A Preferred Stock") issued and outstanding as of December 31,
20 II and December 31, 2010 .

There were 12,500,000 shares of Series B Preferred Stock issued and outsta nding as of December 31,20 I I and 2010 . The Series B
Preferred Stock is convertible into shares of our common stock at the rate of 206.958 1409 shares of common stock for each share of Series B
Preferred Stock, representing approx imately 40% of our outs tanding shares of common stock (after giving effect to such conversion). As the
holder of the Series B Preferred Stock, Liberty Radio LLC is entitled to a number of votes equal to the num ber of shares of our com mon stock
into which such shares of Series B Preferred Stock arc convertible , Liberty Radio LLC will also receive dividends and distributi ons ratably
with our common stock , on an lis-converted bas is, With respect to dividend rights, the Series B Preferred Stock ranks evenly with our common
stock and eac h other class or series of our equi ty securi ties not expressly provided as ranki ng senior to the Series B Prefe rred Stock . With
respect to liquidation rights , the Series J3 Preferred Stock ranks evenly with each other class or series of our equity securities not expressly
provided as ranking senior to the Series B Preferred Stock, and will rank senior to our common stock. In 2009, we aceounted for the issuance
of Series B Preferred Stock by recording a $227 ,7 16 increase to addi tiona l paid-in-capi tal for the amount of the allocated proceeds received and
an additional $186 ,188 increase to paid -in-capital for the beneficial conversion feature, which was recognized as a charge to retained earnings.

There were no shares of Preferred Stock , Series C Junior (the "Series C Junio r Preferred Stock "), issued and outstanding as of
December 31,2011 and 2010. In 200 9, our board of directors created and reserved for issuance in accordance with the Rights Plan (as
described below) 9,000 shares of the Series C Junior Preferred Stock . The shares of Series C Junior Preferred Stock arc not redeemable and
rank , with respect to the payment of dividends and the distribution of asset s, junior to all other serie s of our preferred stock , unless the terms of
such series shall so provide. The Rights Plun expired on August I, 20 II .

Warrants

We have issued warrants to purchase shares of common stock in connection with distribution, programming and satellite purchase
agreements and certa in debt issuances. As of December 31, 20 II and 2010 approximately 22,506,000 and 42,421,000 warran ts to acquire an
equal number of shares of comm on stock were outstanding and fully vested . These warran ts expire at various times through 2015 . At
December 31, 20 II and 20 I0, the weighted average exercise price of outs tanding warrants was $2.63 and $2.66 per share, respectively . During
the year ended December 31, 2011 , 3,415,000 warrants expired. We incurred warrant related expense of S2,522 for the year ended
December 31, 2009. We did not incur warrant related expenses in 20 liar 2010 .
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In Januaiy 2004, Sirius signed a scvcn-year agrccmcnt with a sports programming provider which expired in February 2011. Upon
ution of this agreement, Sirius delivered 15,173,070 shares of common stock valued at $40,967 to that programming provider. These

ares of common stock were subject to transfer restrictions which lapsed over time. We recognized share-based payment expense associated
with these shares of $1,568, $5,852, and $5,852 in the years ended December 31, 2011, 2010 and 2009, respectively. As of December 31, 2011
and December 31, 2010, them was $0 and $ 1,568 remaining balance of common stock value included in other current assets, respectively.

Prefened Stack, par value $0.001 per share

We were authorized to issue up to 50,000,000 shams of undesignated preferred stock as of December 31, 2011 and 2010.

There were no shares of Series A Convertible Preferred Stock ("Series A Preferred Stock") issued and outstanding as of December 31,
2011 and December 31, 2010.

There were 12,500,000 shares of Series B Prefetred Stock issued and outstanding as of December 31, 2011 and 2010. The Series B
Preferred Stock is convertible into shares of our common stock at the rate of 206.9581409 shares of common stock for each share of Series B
Prcfcrrcd Stock, representing approximately 4PYo of our outstanding shares of common stock (after giving effect to such conversion). As thc
holder of the Series B Prefetred Stock, Liberty Radio LLC is entitled to a number of votes equal to the number of shares of our common stock
into which such shares of Series B Preferred Stock are convertible. Liberty Radio LLC will also receive dividends and distributions ratably
with our common stock, on an as-converted basis. With respect to dividend rights, the Series B Preferred Stock ranks evenly with our common
stock and each other class or series of our equity securities not expressly provided as ranking senior to the Series B Preferred Stock. With
respect to liquidation rights, the Series 9 Preferred Stock ranks evenly with each other class or series nf our equity securities not expressly
provided as ranking senior to the Series B Prefeired Stock, and will rank senior to our common stock. In 2009, we accounted for the issuance
of Series B Preferred Stock by recording a $227,716 increase to additional paid-in-capital for the amount of the allocated proceeds received and
an additional $ 186,188 increase to paid-in-capital for the beneficial conversion feature, which was recognized as a charge to retained earnings.

There were no shares ofPreferred Stock, Series C Junior (the "Series C Junior Preferred Stock"), issued and outstanding as of
December 31, 2011 and 2010. In 2009, our board ofdirectors created and reserved for issuance in accordance with the Rights Plan (as
described below) 9,000 shares of the Series C Junior Preferred Stock. The shares of Series C Junior Preferied Stock are not redeemable and
rank, with respect to the payment of dividends and the distribution of assets, junior to all other series of our preferred stock, unless the terms of
such series shall so provide. The Rights Plan expired on August 1, 2011.

lYarrants

We have issued warrants to purchase shares of common stock in connection with distribution, programming and satellite purchase
agreements and certain debt issuances. As of December 31, 2011 and 2010 approximately 22,506,000 and 42,421,000 warrants to acquire an
equal number of shams of common stock werc outstanding and fully vcstcd. Thcsc warrants expire at various times through 2015. At
December 31, 2011 and 2010, the weighted average exercise price of outstanding warrants was $2.63 and $2.66 per share, respectively. During
the year ended December 31, 2011, 3,415,000 warrants expired. We incurred warrant related expense of $2/22 for the year ended
December 31, 2009. We did not incur warrant related expenses in 2011 or 2010.
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•Average

Eurci..,

u.. ber or
W.rranl

Oulscanding

Deeem ber 31,

(warrants in tbousands)

NFL
DaimlerChrysler AG
Ford
Lehman Warrants

Space Sys temsILoral
Other distrib utors and programming providers
Total

Pr ice

s 2.50
1.04
3.00

15.00
7.05
3.00

Explralion
Dat e

Marc h 2015
May 2012

October 2012
March 2011 

April 2011
December 20 11

June 2014

...1!!.!...
16,718

4,000

1,788
22,506

=

:Z0l0

16,718
16,500
4,000

1,575
1,840

~
42,421

=

In February 20 II , Daimler AG exercised 16,500,000 warrants to purehase shares of common stock on a net settlement basis, resulting in
the issuance of 7,122 ,951 shares of our common stock.

Rights Plan

In April 2009, our board of directors adopted a rights plan. The terms of the right s and the rights plan are set forth in a Rights Agreement
dated as of April 29, 2009 (the "Rights Plan"). The Rights Plan was intended to act as a deterrent to any person or group acquiring 4.9% or
more of our outstanding common stock (ass uming for purposes of this calculation that all of our outstanding con vertible preferred stock was
converted into common stock) without thc approval of our board of directors. The Right s Plan expired on August 1,2011 .

(15) Benefit Plans

We recognized share-based payment expense of$51 ,622, $54,585 , and $65 ,607 for the years ended December 31,201 I , 20 10 and 2009
respectively. We did not realize any income tax benefit'! from share-based benefits plans during thc years ended December 31, 2011 , 2010 a
2009 as a result of the full valuati on allowance that is maintained for substantially all net deferred tax assets.

2009 Long-Term Stock Incentive Pion

In May 2009 , our stockholders approved the Sirius XM Radio Inc. 2009 Long-Term Stock Incentive Plan (the "2009 Plan" ). Employees,
consultants and members of our board of directors are eligible to receive awards under tile 2009 Plan. The 2009 Plan provides for the grant of
stock options, restricted stock, restricted stock units and other stock-based awards that thc compensation committec of our hoard of directors
may deem appropriate. Vesting and other term s of stock-based awards are set forth in the agreements with the individuals receiving the awards.
Stock-based awards granted under the 2009 Plan are genera lly subject to a vesting req uirement. Stock-based awards generally expire ten years
from the date of grant. Each restricted stock unit entitles the holder to receive one share of common stock upon vesting. As of December 3 1,
20II , approximately 197,606,000 shares of common stock were avai lable for future grants under the 2009 Plan .

Other Plans

Wc maintain four other share-based benefit plans - the XM 2007 Stock Incen tive Plan, thc Amended and Restated irius Satellite Radio
2003 Long-Term Stock Incentive Plan, the XM 1998 Shares Award Plan and the XM Talent Option Plan . No further awards may be made
under these plans. Outstanding awards under these plans continue to vest.
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In February 2011, Daimler AG exercised 16,500,000 warrants to purchase shares of conunon stock on a net settlement basis, resulting in
the issuance of 7,122,951 shares ofour common stock.

Rights Plan

In April 2009, our board of directors adopted a rights plan. 'I'he terms of the rights and the rights plan are set forth in a Rights Agreement
dated as of April 29, 2009 (the "Rights Plan"). The Rights Plan was intended to act as a deterrent to any person or group acquiring 4.9'lo or
more of our outstanding common stock (amuming for purposes of this calculation that all of our outstanding convertible preferred stock was
convcrtcd into common stock) without thc approval of our board of directors. Thc Rights Plan expired on August I, 2011.

(15) Benefits Plans

We recognized share-based payment expense of $51,622, $54,585, and $65,607 for the years ended December 31, 2011, 2010 and 2009
rcspcctivcly. We did not rcalizc any income tax bcncfits from sharc-based benefits plans during thc years cndcd Dcccmbcr 31, 2011, 2010
2009 as a result of the full valuation allowance that is maintained for substantially all nei del'erred tax abets.

2009 Long-Term Stock Incentive Plan

In May 2009, our stockholders approved the Sirius XM Radio Inc. 2009 Long-Term Stock Incentive Plan (the "2009 Plan"). Employees,
consultants and members of our board of directors are eligible to receive awards under the 2009 Plan. The 2009 Plan provides for the grant of
stock options, rcstrictcd stock, rcstrictcd stock units and other stock-ba~ awards that thc compensation committcc of our board of directors
may deem appropriate. Vesting and other terms of stock-based awards are set forth in the agreements with the individuals receiving the awards.
Stock-based awards granted under the 2009 Plan are generally subject to a vesting requirement. Stock-based awards generally expire ten years
from the date of grant. Each restricted stock unit entitles the holder to receive one shaie of common stock upon vexing. As of December 31,
2011, approximalely 197,606,000 shares ol'common stock were available lor I'uiure grants under ihe 2009 Plan.

Other Plans

We maintain four other share-based benefit plans — the XM 2007 Stock Incentive Plan, thc Amcndcd and Rcstatcd Sirius Satcllitc Radio
2003 Long-Term Stock Incentive Plan, the XM 1998 Shares Award Plan and the XM Talent Option Plan. No further awards may be made
under thcsc plans. Outstanding awards under th~ plans continue to vest.
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•

The following table summarizes the weighted-average assumptions used to comp ute the fair value of options granted to emp loyees and
bers of our board of directors :

For the Years Ended
December 31,

Risk -free interest rate
Expected life of options - years
Expected stock price volatility
Expected dividend yield

~
1.1%

5.27
68%

0%

2!!.!.
1.7%

5.28
85%

00/0

2009

2.5%
4.68

88%
00/0

The following table summarizes the range of assumptions used to compute the fair value of options gran ted to third parties, other than
non-employee members of our board of directors:

For th e Y..ar Ended

Decem ber 31,
2009

Risk-free inlerest rate
Expected life - years
Expected stock price volatility
Expected dividend yield

0.67- 2.69%
2.33-6.19
83-1300/0

00/0

There were no options granted to third parties, other than non-employee members of our board of directors, during the years ended
December 3 1, 20 II and 20 IO.

In 20 II , we estimated fair value of awards granted using the hybrid approach for volatility , which weights observable historical volatility
and implied volatility of qualifying actively traded options on our common stock . In 20 I0 and 2009. due to the lack of qualifying actively
traded options on our common stock, we utilized a 100% weighting to observable historical volatility.
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Thc following table summarizes the weighted-average assumptions used to compute thc fair value of options granted to employees and
bers of our board of directors:

For the Years Ended
Deeetn her 31

Risk-free interest rate
Expected life of options — years
Expected stock price volatility
Expected dividend yield

2011

I I/
5.27

68%
PYo

2010

~ 1.7%
5.28

,
0 85%

PYo

2009

25%
4.68

88%
PYo

The following table summarizes the range of assumptions used to compute the fair value of options granted to third parties, other than
non-employee members of our board of directors:

For tbe Year Ended

Risk-free interest rate ~
Expected life — years
Expected stock price volatility
Expected dividend yield

December 31
2009

0.67-2 69e/o
2.33-6. 19
83-13@Ye

0o/o

There werc no options granted to third parties, other than non-cmploycc mcmbcrs of our board of directors, during thc years cndcd
December 31, 2011 and 2010.

In 2011, ave estimated fair value of awards granted using the hybrid approach for volatility, which weights observable historical volatility
and implied volatility of qualifying actively traded options on our common stock. In 2010 and 2009. due to the lack of qualifying actively
traded options on our common stock, we utilized a 100'/o weighting to observable historical volatility.
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The following table summarizes stock opt ion activity under our share-based payment plan" for the years ended December 31, 201 1, 20
and 2009 (shares in thousands):

Wcia:/J lt'd .

Av.....gt'

Es erelse
Sh.m Price

Outstanding, January I, 2009 165,436 $ 4.42
Granted 265,761 $ 0.53
Exercised $
Forfeited, cancelled or expired (66,405 ) $ 5.21

Outstanding, December 31, 2009 364,792 $ 1.44

Granted 71,179 $ 0.97
Exercised (19,360) $ 0.56
Forfeited, cancelled or expired (14,741) $ 3.58

Outstanding, Decemb er 31, 20 I0 401,870 $ 1.32

Granted 77,450 $ 1.80
Exercised (13,300) $ 0.87
Forfeited, cancelled or expired (26,440) $ 4.15

Outstanding, December 31, 20 I I 439 ,580 $ 1.25

Exercisable, December 31,2011 179,851 $ 1.59

Wcia:/Jlt'd ·Anra
R m. inin l:

Conlr.du I Ter m
(Years)

6.33

4.92

I:gregale
Inlri Me

V.lue

$378,274

$158,550

The weigh ted average grant date fair value of options granted during the years ended December 31,2011 ,2010 and 2009 was $1.04,
$0.67 and $0.36 , respectively. The total intrinsic value of stock options exercised during the years ended December 31, 2011, 2010 and 2009
was $13,408, $13,261 and $0, respectively.

We recognized share-based pa. ment expense associa ted with stock options of $48,038, $44,833 and $46,080 for the years ended
December 31,2011 ,2010 and 2009 , respectively.
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Thc following table summarizes stock option activity under our sharc-based payment plans for thc years cndcd Dcccmbcr 31, 2011, 20
and 2009 (shares in thousands):

Weighted-

Outstanding, January 1, 2009
Granted

[tt Exercised
Forfeited, cancelled or expired

Outstanding, December 31, 2009

Granted
Exercised
Forfeited, cancelled or expired

Outstanding, December 31, 2010~
Granted

f Exercised
Forfeited, cancelled or expired

Outstanding, December 31, 2011

Exercisable, December 31, 2011

Shares

165,436 +
265,761:. ~

~66 405

f 364,792 '~6

71,179
(19,360)

~14 741

0, 401 870 ~
77,450

(13,300)
~36 440

LP, 439580
179 851

Average
Exercise

Price

$ 4.42
$ 0.53
$
$ 5.21

$ 1.44

$ 0.97
$ 0.56
$ 3.58
$ 1.32

$ 1.80
$ 0.87
$ 4.15
$ 1.25

$ 1.59

Weighted-Average
Remal~Iag Aggregate

Ceatractaal Term Iatriasic
Value

6.33 $378274
4.92 $ 158,550

The weighted average grant date fair value of options granted during the years ended December 31, 2011, 2010 and 2009 was $ 1.04,
$0.67 and $0.36, respectively. The total intrinsic value of stock options exercised during the years ended December 31, 2011, 2010 and 2009
was $ 13,408, $ 13,261 and $0, respectively.

We recognized share-based payment expense associated with stock options of $48,038, $44,833 and $46,080 for the years ended
December 31, 2011, 2010 and 2009, respectively.
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The following table summarizes the nonvcsted restricted stock and restricted stock unit activity under our share-based payment plans for
. ears ended December 31, 2011 , 2010 and 2009 (shares in thousands):

Weigh ted-Anral:"
Grant Oa t" Fair

Sharea V.lue

Nonvested, January 1, 2009 19,931 $ 2.84
Granted 84,851 $ 0.37
Vested restricted stock awards (8,476) $ 2.98
Vested restricted stock units (87,036) $ 0.46
Forfeited (2,35 I) $ 1.92

Nonvested, December 3 I , 2009 6,919 $ 2.65

Granted $
Vested restricted stock awards (4,039) $ 285
Vested restricted stock units (192) $ 2.92
Forfeited (291) $ 2.72

Nonvested , December 31, 20 I 0 2,397 $ 2.57

Granted $
Vested restricted stock awards (1,854) $ 3.30
Vested restricted stock units (101) $ 3.08
Forfeited (21) $ 3.05

Nonvested, December 31, 2011 42 1 $ 1.46

The weighted average grant date fair value of restricted stock units granted during the year ended December 31,2009 was $0.37. No
restricted stock units were granted during 2011 or 2010. The total intrinsic value of restricted stock and restricted stock units that vested during
the ycars ended DCIXIIlbcr 31, 2011 ,2010 and 2009 was $3,178, $3,927 and $45,827, respectively.

We recognized share-based payment expense associated with restricted stock units and shares of restricted stock of $543, $7,397 and
$16,632 for the years ended December 31,2011,2010 and 2009, respectively .

Total unrecognized compensation costs related to unvested share-based payment awards for stock options and restricted stock units and
arcs granted to employees and members of our board of directors at December 31,201 1 and 2010, net of estimated forfeitures , was $129,983

and $108 ,170, respectively . The total unrecognized compensation costs at December 31, 2011 are expected to be recognized over a weighted
average period of three years.

401(k) Savings Plan

We sponsor the Sirius XM Radio 401(k) Savings Plan (the "Sirius XM Plan") for eligible employees.

The Sirius XM Plan allows eligible employees to voluntarily contribute from 1% to 50% of their pre-tax eligible earnings, subject to
certain defined limits. We match 50% of an employee 's voluntary contributions, up to 6% of an employee 's pre-tax salary, in the form of
shares of common stock. Employer matching contributions
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The following table summarizes thc nonvestcd rcstrictcd stock and rcstrictcd stock unit activity under our sharc-based payment plans for
ears ended December 31, 2011, 2010 and 2009 (shares in thousands):

Nonvested, January 1, 2009
Granted
Vested restricted stock awards
Vested restricted stock units
Forfeited ~ ~

Nonvested, December 31, 2009

Granted
Vested restricted stock awards

g, Vcstcd restricted stock units =. 'orfeited

Nonvested, December 31, 2010

Granted
Vested restricted stock awards
Vested restricted stock units
Forfeited

Nonvested, December 31, 2011

Shares

,, 19,931
84,851
(8,476)

(87,036)'2331
6,919

(4,039)
(192)

~291
2,397, u

58 (1,854)
(101)

21

421

$
$

$

$

$
'1

$

2.85
P'.92

2.72
2.57

3.30
3.08
3.05
1.46

Weighted-Average
Grant Date Fair

Value

$
,

2.84
$ 0.37
$ , l, 2.98
$ 0.46
$ " 1.92
$ 2.65

The weighted average grant date fair value of restricted stock units granted during the year ended December 31, 2009 was $0.37. No
restricted stock units werc granted during 2011 or 2010. Thc total intrinsic value of restricted stock and rcstrictcd stock units that vcstcd during
the years ended Decelnber 31, 2011, 2010 and 2009 was $3,178, $3,927 and $45,827, resI3ectively.

We recognized share-based payment expense associated with restricted stock units and shares of restricted stock of $543, $7,397 and
$ 16,632 for the years ended December 31, 2011, 2010 and 2009, respectively.

Total unrecognized compensation costs related to unvested share-based payment awards for stock options and resiricted stock units and
granted to cmployccs and mcmbcrs of our board of directors at Dcccmbcr 31, 2011 and 2010, nct of cstimatcd forfciturcs, was $ 129,983

and $ 108,170, respectively. The total unrecognized compensation costs at December 31, 2011 are expected to be recognized over a weighted-
average period of three years.

401(k) Savings Plan

We sponsor the Sirius XM Radio 401(k) Savings Plan (the "Sirius XM Plan") for eligible employees.

Thc Sirius XM Plan allows eligible cmployccs to voluntarily contribute from 1% to 50% of their pre-tax eligible earnings, subject to
certain defined limits. We match 50% of an employee's volunttuy contributions, up to 6% of an employee's pre-tax salaty, in the form of
shares of conunon stock. Employer matching contributions
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under the Sirius XM Plan vest at a rate of 33 1/3 % for each ycar of employment and arc fully vested after thrce years of empl oyment for an .
current and future contributions. Share-based payment expense resulting from the matching contribution to the Siriu s XM Plan was $3,041 ,
$2,356 and $2,895 for the years ended December 31, 20 II , 2010 and 2009, respectively.

We may also elect to contribute to the profit sharing portion of the Sirius XM Plan based upon the total eligible compensation of eligible
participants. These additional contributions in the form of shares of common stock are determined by the compensation committee of our board
of directors. Employees are only eligible to receive profit-sharing contributions during any year in which they are employed on the last day of
the year. We did not contribute to the profit sharing portion of the Sirius XM Plan in 20 II , 20 I0 or 2009 .

(16) Income Taxes

Our income tax expense consisted of the following:

For Ihe Yun Ended 1>"""., ber 31,
2011 20tO 2009--- ---

Current taxes:
Federal
State
Foreign
Total current taxes

$
3,229
2,741
5,970

$ $

The following table indicates the significant elements contributing to the difference between the federal tax expen se (benefit) at the
statutory rate and at our effective rate:

For the Years Ended December 31,

Deferred taxes:
Federal
Slate
Total deferred taxes
Total income tax expense

Federal tax expense (bene/it), at statutory rate
State income tax expense (benefit), net of federal benefit
State rate changes
Non-deductible expenses
Other, net
Change in valuation allowance
Income tax expense
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3,991
4,273
8.264

$14,234

2011

s 154,418
15,751
3,851

457
6,209

(166,452)
$ 14,234

4,163
(1,855)
2,308

~

2010

s 16,678
1,620

(2,252)
4,130
6,193

(21,749)
$ 4,620

3,962
397

4,359

~

2009

$(117,883)
(11,788)

1,849
(4,945)

138,748
$ 5.981
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under the Sirius XM Plan vest at a rate of 33 t I 3% for each year of employment and are fully vested after three years of cmploymcnt for all
current and future contributions. Share-based payment expense resulting from the matching contribution to the Sirius XM Plan was $3,041,
$2,356 and $2,895 for the years ended December 31, 2011, 2010 and 2009, respectively.

We may also elect to contribute to the profit sharing portion of the Sirius XM Plan based upon the total eligible compensation of eligible
participants. These additional contributions in the form of shares of common stock are determined by the compensation committee ofour board
of directors. Employees are only eligible to receive profit-sharing contributions during any year in which they am employed on the last day of
the year. We did not contribute to the profit sharing portion of the Sirius XM Plan in 2011, 2010 or 2009.

(16) Income Taxes

Our income tax expense consisted of the following:

Current taxes:
Federal
State ~,
Foreign
Total current taxes Q

Deferred taxes:
Federal ~
State
Total deferred taxes
Total income tax expense

M
W

For the Yeses Ksded Decesther 31.
2011 20ia 2000

$ $ $
3@29 ~ 942 w
2,741 1,370 1,622
5.970 ~ 2,312 1.622 1

3 991 ~ q,'. 4 163 dt 3 962
4,273 (1,855) 397
8.264 2.308 g 4.359 I

$ 14,234 $ 4,620 $ 5.981

The following table indicates the significant elements contributing to the difference between the federal tax expense (benefit) at the
statutory rate and at our effective rate:

Federal tax expense (benefit), at statutory rate
State income tax expense (benefit), net of federal benefit
State rate changes
NtmMeductible expenses
Other, nct Q~~~ = M
Change in valuation allowance
Income tax expense
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For Ihe Years Ksded Decetsher 31.
2011 2010 2000

It $ 154,418 +$ 16,678 tl $(117,883)
15,751 1,620 (I 1,788)

= 3,851 + (2,252)
457 4,130 1,849~ 6,209 ~ ~ 6,193 (4,945)

(166,452) (21,749) 138,748
$ 14,234 ~ $ 4,620 tf & $ 5,981
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The tax effects of temporary differences that give rise to sign ificant portions of the deferred tax assets and deferred tax liabilities arc
ted below:

Decem ber 31.

Deferred tax assets:
Net operating loss carryforwards
GM pa rments and liabilities
Deferred revenue
Severance accrual
Accrued bonus
Expensed costs capitalized for tax
Loan financing costs
Investments
Stock based compensation
Other

Tota l deferred tax assets
Deferred tax liabilities:

Depreciation of property and equipment
FCC license
Other intangible assets
Other

Total deferred tax liabilities
Net deferred tax assets before valuation allowance
Valuation allowance

Total deferred tax liability

2011

$ 3,025,621
194,976
410.812

21
17.296
35.227

1,575
40.880
89,862
42,924

3,859,194

(405,892)
(781,742)
(188,988)

(189)
(1,376,811)
2,482,383

(3,360,740)
(878.357)

2010

$ 3,091,869
308,776
346,221

266
16,599
44,149

1,568
62,742

118,507
53,260

4,043,957

(379,180)
(773,850)
(209,489)

(1,362,519)
2,681,438

(3,551,288)
$ (869.850)

The difference in the net deferred tax liabili ty of $878,357 and $869,850 at December 31,2011 and 2010, respecti vely, is primarily the
resu lt of the amorti zation of our FCC licen ses which are amortized over 15 years for tax purposes but not amorti zed for book purposes. This net

erred tax liability cannot he offset against our deferred tax assets under GAAP sinec it relates to indefinite-lived assets and is not anticipated
'verse in the same period,

As a result of the Merger, we have had several ownership changes under Section 382 of the Internal Revenue Code , which may limit our
ability to utilize tax deductions. Internal Revenue Code Section 382 imposes substantial restrictions on the utilization of net operat ing losses
and tax credits in the event of a corporation ' s ownership change. Currentl y, our ownership changes do not limit our ability to utilize future tax
deductions and so no adjustments were made to gross deferred tax assets as a result of the Merger . As of December 31, 2011, we had NOL
carryforwards of approximately $7,844,000 for federal and state income tax purposes available to offset future taxab le income. These NOL
carryforwards expire on various dates beginning in 2014 and ending in 2028.
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Thc tax effect of temporary difference that give risc to significant portions of the deferred tax assets and deferred tax liabilities are
ted below:

Decem bee 31,
2011 2010

Deferred tax assets:
Net operating loss carryforwards
GM payments and liabilities
Deferred revenue
Severance accrual
Accrued bonus
E) pensed costs capitalized for tax %
Loan financing costs

,
Investments
Stock based compensation
Other

Total deferred tax assets
Deferred tax liabilities:

Depreciation of property and equipment
FCC Iic$mse ~ "

Other intangible assets
Other ~~~~

Total deferred tax liabilities
Net deferred tax assets before valuation allowance
Valuation allowance

Total deferred tax liability

%~a
$ 3,025,621

P 194,976
410,812

21 '1

17,296
35,227

1,575
40,880
89,862
42 924

3,859,194
t 7

(405,892)
(781,742)
(188,988)~)89)

(1,376,8] I )
'~ 2,482,383
~3360 740

~$
878 357)

$ 3,091,869
Q. 308,776

346+21
266

16/99
44,149

1,568
L, 62,742

118,507
~53 60

4,043,957

(379,180)
(773,850)
(209,489)

(1,362,519)
P',681,438 .

~3,551 288
$~869 850

The difference in the net deferred tax liability of $878/57 and $869,850 at December 31, 2011 and 2010, respectively, is primarily the
result of the amortization of our FCC licenses which are amortized over 15 years for tax purposes but not amortized for book purposes. This net

crrcd tax liability cannot be offset against our deferred tax assets under GAAP since it relates to indcfinitc-lived assets and is not anticipated
verse in the same period.

As a result of the Merger, we have had several ownership changes under Section 382 of the Internal Revenue Code, which may limit our
ability to utilize tax deductions. Internal Revenue Code Section 382 imposes substantial reactions on the utilization of net operating losses
and tax credits in the event of a corporation's ownership change. Currently, our ownership changes do not limit our ability to utilize future tax
deductions and so no adjustments were made to gross deferred tax assets as a result of the Merger. As of December 31, 2011, we had NOL
carryforwards of approximately $7,844,000 for federal and state income tax purposes available to offset future taxable income. These NOL
carryforwards expire on various dates beginning in 2014 and ending in 2028.
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The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which
those temporary differences can be carried forward under tax law. Management's evaluation of the realizability of deferred tax assets consid
both positive and negative evidence, including historical financial performance, scheduled reversal of deferred tax assets and liabilities ,
projected taxable income and tax planning strategies in making this assessment. The weight given to the potential effects of positive and
negative evidence is based on the extent to which it can be objectively verified. We will not release the valuation allowance until giving
consideration to a variety offactors including but not limited to: (a) the current period realization ofNOL carryforwards, (b) three-year
cumulative pre-tax income, (c) the current period taxable income and (d) the expec tation of future earnings. After weighting this evidence ,
management concluded that it is more likely than not that our deferred tax assets will not be realized , accordingly, a full valuation allowance
was retained at December 31, 20 II .

There is no U.S. federal income tax provision as all federal taxable income was offset by utilizing U.S NOL carryforwards, The state tax
provision is primarily related to taxable income in certain states that have suspended the ability to use NOL carryforwards . The foreign income
tax provision is primarily related to foreign withholding taxes related to royalty income between us and our Canadian affiliate.

As of December 31, 20II and 2010, the gross liability for income taxes associa ted with uncertain state tax positions, including interest,
was $1,524 and $942, resp ectively, in other long-term liabilities. No penalties have been accrued for. We do not currently anticipate that our
existing reserves related to uncertain tax positions as of December 31, 2011 will significantly increase or decrease during the twelve-month
period ending December 31, 20 12; however, various events could cause our current expectations to change in the future. Should our position
with respect to the majority of these uncertain tax positions be upheld, the effec t would be recorded in our consolidated statements of
operations as part of the income tax provision. Our policy is to recognize interest and penalties accrued on uncertain tax positions as part of
income tax expense.

Changes in our uncertain income tax positions , from January I through December 31 are presented below:

Balance, beginning of year
Additions for tax positions from prior ycars
Interest
Balance, end of year

1"-37

2011

$ 942
490

92
$1,524

2010

$ 
942

$942
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Thc ultimate realization of dcfcrrcd tax assets is dcpcndcnt upon thc gcncration of future taxable income during thc periods in which
those temporary differences can be carried forward under tax law. Management's evaluation of the realizability of deferred tax assets consid
both positive and negative evidence, including historical financial performance, scheduled reversal of deferred tax assets and liabilities,
projected taxable income and tax planning strategies in making this assessment. The weight given to the potential effects of positive and
negative evidence is based on the extent to which it can be objectively verified. We will not release the valuation allowance until giving
consideration to a vari~ of factors including but not limited to: (0) the current period realization of NOL carryforwards, (b) three-year
cumulative pre-tax income, (c) the current period taxable income and (d) the expectation of future earnings. After weighting this evidence,
management concluded that it is more likely than not that our defeired tax assets will not be realized, accordingly, 0 full valuation allowance
was retained at December 31, 2011.

There is no U.S. federal income tax procession as all federal taxable income was offset by utilizing U.S NOL carryforwards. The state tax
provision is primarily related to taxable income in certain states that have suspended the ability to use NOL carryfoiwards. The foreign income
tax provision is primarily related to foreign withholding taxes related to royalty income between us and our Canadian aQiliate.

As of December 31, 2011 and 2010, the gross liability for income taxes associated with uncertain state tax positions, including interest,
was $ 1,524 and $942, respectively, in other long-tenn liabilities. No penalties have been accrued for. We do not currently anticipate that our
existing rcscrvcs rclatcd to uncertain tax positions as of Dcccmbcr 31, 2011 will significantly incrcasc or dccrcasc during thc twclvc-month
period ending December 31, 2012; however, various events could cause our current expectations to change in the future. Should our position
with respect to the majority of these uncertain tax positions be upheld, the effect would be recorded in our consolidated statements of
operations as part of the income tax provision. Our policy is to recognize interest and penalties accrued on uncertain tax positions as part of
income tax expense.

Changes in our uncertain income tax positions, from January 1 through December 31 are presented below:

Balance, beginning of year
Additions for tax positions from prior years
Interest ~
Balance, end of year

2011

$ 942 'l

490
92

~$ 1 524

2010

$ —
942

$942

F-37



SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Commitments and Contingencies

The following table summarizes our expected contractual cash commitments as of December 31, 20II :

2012 2013 2 14 2015 2016 'Thereaft er To tal

Long-term debt obligations/ I) $ 1,623 s 779,636 $550,182 $ 1,057,000 $ $ 700,000 $3,088,441
Cash interest payments(l) 288,338 288,208 186,935 113,433 53,375 106,750 1,037,039

atellite and transmission 60,517 5,526 13,296 13,156 3,455 18,638 114,588
Programming and content 238,792 182,885 157,106 151,531 8,750 739,064
Marketing and distribution 46,153 17,555 12,816 11,644 8,6 17 3,192 99,977
Satellite incentive payments 11,577 12,660 12,615 12,010 12,913 74,989 136,764
Operat ing lease obligations 34,662 31,291 26,135 28,528 18,422 195,213 334,251
Other 29,681 10,659 1,602 268 182 42,392
Total(2) $71 1,343 $1,328,420 $%0.687 $ 1,387,570 $105,7 14 $1.098,782 $5.592,516

(1) Includes captial lease obligations.

(2) The table does not include our reserve for uncertain tax positions, which at December 31,201 I totaled $ 1,524, as the specific timing of any
cash payments relating to this obliga tion cannot be projected with reasonable certainty.

Long-term debt obligations. Long -term debt obligations include principal payments on outstanding debt and capital lease obliga tions .

Cash interest payments. Cash interest payments include interest due on outstanding debt through maturity .

Satellite and transmission: We huve entered into agreements with third parties to operate and main tain the off-site satellite telemetry,
tracking and control facilities and certain components of our terrestrial repeater networks. We have also entered into various agreements to
design and construct a satellite and related launch vehicle for use in our systems.

Programming and content. We have entered into various programming agreements. Under the terms of these agreements, our
obligations may include fixed payments, advertising commitments and revenue sharing arrangements.

Marketing and distribution. We have entered into various marketing, sponsorship and distribution agreements to promote our brand
are obligated to make payments to sponsors, retailers, automakers and radio manufacturers under these agreemen ts. Certain programming
content agreements also require us to purchase advertising on properties owned or controlled by the licensors. We also reimburse

automakers for certain engineering and development costs associa ted with the incorporation of satellite radios into vehicles they manufacture.
In addition , in the event certain new products arc not shipped by a distributor to its customers within 90 days or the distributor's receipt of
goods, we have agreed to purchase and take title to the product.
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Commitments and Contingencies

The following table summarizes our expected contractual cash commitments as ofDecember 31, 2011

Long-term debt obligations(l)
Cash interest payments(1)
Satellite and transmission ~
Programming and content
Marketing and distribution
Satellite incentive payments
Operating lease obligations
Other
Total(2)

2012

$ 1,623
288,338~. 60,517
238,792

~ 46,153
11,577
34,662
29 681

$711.343

2013
" '779,636

288,208~= 5,526
182,885

.:= 17,555
12,660
31/91
10,659

, j $ 1,328,420

2014

$550,182
186,935

~13+96
157,106
12,816
12,615
26.135

1,602
$960 687

20ls 2016 Theresaer
$ 1,057,000 $ — $ 700,000

113,433 53,375 106,750
~13,156~, 3,455~ N8 18,638

151/31 8,750
W 11,644, " 8,617 Q, 3,192

12,010 12,913 74,989
~, 28/28 ' 18,422 g 195313

268 182

$ 1,387,570 $ 105 714 $ 1,098 782

Tolal

$3,088,441
1,037,039

~114.588
739,064

99,977
136,764
334+51,
42 392

$5.592 516

(1) Includes captial lease obligations.

(2) The table does not include our reserve for uncertain tax positions, which ut December 31, 2011 totaled $ 1,524, as the specific timing of any
cash payments relating to this obligation cannot be projected with reasonable certainty.

Long-term debt obligations. Long-term debt obligations include principal payments on outstanding debt and capital lease obligations.

Cash interestpt0ments. Cash interest payments include interest due on outstanding debt through maturity.

Satellite and transmission. We huve entered into agreements with third purties to operute and muintuin the off-site satellite telemetry,
tracking and control facilities and certain components of our terrestrial repeater networks. We have also entered into various agreements to
design and construct a satellite and related launch vehicle for use in our systems.

Programming and content. We have entered into various programming agreements. Under the terms of these agreements, our
obligations may include fixed payments, advertising commitments and revenue sharing arrangements.

Marketing and distribution. We have entered into various marketing, sponsorship and distribution agreements to promote our brand
are obligated to make payments to sponsors, retailers, automakers and radio manufacturers under these agreements. Certain programming
content agreements also require us to purchase advertising on properties owned or controlled by the licensors. We also reimburse

automakers for certain engineering and development costs associated with the incorporation of satellite radios into vehicles they manufacture.
In addition, in the event certain new products are not shipped by a distributor to its customers within 90 days of the distributor's receipt of
goods, we have agreed to purchase and take title to the product.
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NOTES TO CONS OL IDATED FINANCIAL STATEMENTS - (Continued)

Satellite incentive payments. Boeing Satellite Systems International , Inc ., the manufacturer of four of XM ' s in-orbit satellites , may
entitled to future in-orbit performance payments with respect to two of XM's satellites. As of December 31,2011 , we have accrued $27 ,92:
related to con tingent in-orbit performance payments for XM-3 and XM-4 based on expected operating performance over the ir fifteen year
design life. Boeing may also beentitled to an additional $10 ,000 if XM-4 continues to operate above baseline specifications during the five
years beyond the satellite 's fifteen-year design life.

Space Systems/Loral, may be entitled to future in-orbit performance payments. As of December 31 , 20 I I , we have accrued $10,709 and
$21,450 related to contingent performance payments for FM-5 and XM-5. respectively, based on expected operating performance over their
fiftee n-year design life .

Operating lease obligations. We have entered into cancelable and non-cancelable operating leases for office space , equipment and
terrestrial repeaters. These leases provide for minimum lease payments, additional operating expense charges, leasehold improvements and rent
esca lations that have initial terms ranging from one to fifteen years, and certain leases that have options to renew. The effect of the rent
holidays and ren t concessions are recognized on a straight-line basis over the lease term, inc luding reasonably assured renewal peri od s. Tot al
rent recognized in connec tion with leases for the years ended December 31,20 11,2010 and 2009 was $34 , 143, $36 ,652 and $44 ,374 ,
respec tively.

Other. We have entered into various agreements with third parties for general operating purposes. In addi tion to the minimum
contractual cash commi tments described above, we have entere d into agreements with other variable cost arrangements. These future costs arc
dependent upon many factors, including sub scri ber growth, and arc difficult to an ticipate; however, these costs may be sub stantial. We lIlay
enter into additional programming, distribution, marketing and other agreements that con tain similar vari able cost provision s.

We do not have any other significant off-balance sheet financing arrangements that are reasonably likely to have a material effect on our
fi nancial condition, results of operations, liquidity, capital expenditures or cap ital resources.

Legal Proceedings

In the ordinary course of business, we are a defendant in various law suits and arbitration proceedings, including deri vat ive actions;
actions filed hy subscribers, hoth on behalf of themselves and 0 11 a cla ss action basis; former employees; parties to contracts or leases; and
owners of patents, trademarks, copyrights or other intellectual property. Our significant legal proceedings are disc ussed under Item 3. Legal
Proceedings, in Part I of thi s Annual Report on Form 10-K .
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

.Satellite incentive payments. Boeing Satcllitc Systems International, Inc., thc manufacturer of four of XM's in-orbit satcllitcs, may
entitled to future in-orbit performance payments with respect to two of XM's satellites. As of December 31, 2011, we have accrued $27,92
related to contingent in-orbit perform ance payments for XM-3 and XM-4 based on expected operating performance over their fifteen year
design life. 13oeing may also be entitled to an additional $ 10,000 if XM-4 continues to operate above baseline specifications during the five
years beyond the satellite's fifteen-) ear design hfe.

Space Systems/Loral, may be entitled to future in-orbit performance payments. As of December 31, 2011, we have accrued $ 10,709 and
$21,450 related to contingent performance payments for FM-5 and XM-5, respectively, based on expected operating performance over their
lifteen-year desilt life.

Operating lease obligations. We have entered into cancelable and non-cancelable operating leases for office space, equipment and
terrestrial repeaters. These leases provide for minimum lease payments, additional operating expense charges, leasehold improvements and rent
escalations that have initial terms ranging from one to fifteen years, and certaui leases that have options to renew. The effect of the rent
holidays and rent concessions are recognized on a straight-line basis over the lease term, including reasonably assured renewal periods. Total
rent recognized in connection with leases for the years ended December 31, 2011, 2010 and 2009 was $34,143, $36,652 and $44,374,
respectively.

Other. We have entered into various agreements with third parties for general operating purposes. In addition to the minimum
contractual cash commitments described above, we have entered into agreements with other variable cost arrangements. These future costs are
dependent upon many factors, including subscriber growth, and are difficult to anticipate; however, these costs may be substantial. We may
enter into additional programming, distribution, marketing and other agreements that contain similar variable cost provisions.

We do not have any other significant off-balance sheet financing arrangements that are reasonably likely to have a material effect on our
financial condition, results of operations, liquidity, capital expenditures or capital resources.

Legul Pruceedi ngs

In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including derivative actions;
actions filed by subscribers, both on behalf of thcmsclvcs and on a class action basis; former cmployccs; parties to contracts or lcascs; and
owners of patents, trademarks, copyrights or other intellectual property. Our significant legal proceedings are discussed under Item 3, Legal
Proceedings, in Part I of this Annual Report on Form IO-K.
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For th e Th ree Mo nt hs En ded
March 31 J unr 30 Sr ptrm ber 30 December 31

$ 723,839 $ 744,397 $ 762,550 $ 783,738
$(270,689) $(273,331) $ (277,360) $ (299,719)
$ 164,172 $ 172,982 $ 184,488 $ 154,475
$ 78,121 $ 173,319 $ 104,185 $ 71,336
$ 0.02 $ 0.05 $ 0.03 $ 0.02
$ 0.01 $ 0.03 $ 0.02 $ 0.01

$ 663,784 $ 699,76 1 $ 717,548 $ 735,899
$(260,867) $(266,12 1) $ (280,545) $(29 1,699)
$ 125,140 $ 125,634 $ 143,069 $ 71,571
$ 4 1,598 $ 15,272 $ 67,629 $ (81,444)
$ 0.01 $ $ 0.02 $ (0.02)
$ 0.01 $ $ 0.01 $ (0.02)

SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Quarterly Fina ncial Data - Unaudited

Our quarterly result'! of operations are summarized below:

2011:
Total revenue
Cost of services
Income from operations
Net income
Net income per common share - basic( I)
Net income per common share - dilutcd( I)

2010:
Total revenue
Cost of services
Income from operations
Net (loss) income
Net income (loss) per common share -basic(l)
Net income (loss) per common share -diluted(l)

( I) The sum of the quarterly net income (loss) per share applicable to common stockholders (basic and diluted) does not necessarily agree to
the net income (loss) per share for the year due to the timing of our common stock issuances.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Quarterly Financial Data — Unaudited

Our quarterly tesu]ts of operations are summari7ed below:

2011: .

Total revenue
Cost of services
Income from operations
Net income I.'R@'et

income per common share — basic(1)
Net income per common share — diluted(1)

2010:
Total revenue ~
Cost of services
Income from operations
Net (loss) income

g Net income (loss) per common share —basic(1)
Net income (loss) per common share diluted(1)

htarrh 31
II

$ 723,839
$(270,689)
$ 164,172
$ 78,121,
$ 0.02
$ 0.01

$ 663,784
$(260,867)

125 140
$ 41,598
$ -,OO1'I
$ 0.01

$ 744,397
$(273,331)
$ 172,982
$ 173,319
$ 0.05
$ 0.03

$ 762,550
$ (277,360)
$ 184,488
$ 104,185
$ 0.03
$ 0.02

$ 699,761
$(266,121)
$ 125,634 I

$ 15,272
$
$

$ 717,548
$ (280,545)
$ 143,069
$ 67,629
$ 0.02
$ 0.01

Fer the Three months Ended
3 33 ~3 I I 3II[I'leretn her 3 l

$ 783,738
$ (299,719)
$ 154,475
$ 71,336
$ 0.02
$ 0.01

$ 735,899
$ (291,699)
$ 71,571
$ (81,444)

I'i. $ (0-02)
$ (0.02)

(1) The sum of the quarterly net income (loss) per share applicable to common stockholders (basic and diluted) does not necessarily agree to
the net income (loss) per share for the year due to the timing of our common stock issuances.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

Schedule n - Schedule ofValuation and Qualifying Accounts

Charged to Write-<llT!lI •Balance> Es p..n""" Paym ..nts' Balan~

Descrtptien J an uarv 1, (Be nent) Ot her D«ember 31,
(In thousands)

2009

Allowance for doubtful accounts $ 10,860 30,602 (32,795) $ 8,667

Deferred tax assets - valuation allowance $3,476,583 138,749 $3,615,332

2010

Allowance for doubtfu l accounts $ 8,667 32,379 (30,824) $ 10,222

Deferred tax assets - valuation allowance $3,615,332 (21,749) (42,295) $3,551,288

2011

Allowance for doubtful accounts $ 10,222 33,164 (33,454) $ 9,932

Deferred tax assets - valuation allowance $3,551,288 (166,452) (24,096) $3,360,740
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

Schedule II — Schedule ufValuatittn and Qualifying Accounts

~o

(in thourands)
2009~~.t

Balance
J 1

Charged to
Expenses~ari

Write-otral
Paytnental

Other
Balaare

D I 3I

Allowance for doubtful accounts

, Defcrrcd tax assets — valuation allowance

2010

$ 10,860 30,602

$3,476+83 ., 138,749

(32,795) $ 8,667

It, $3,615,332

g Allowance for doubtful accounts,i~
Deferred tax assets — valuation allowance

2011

Allowance for doubtful accounts

I Deferred tax assets — valuation allowance

+ $ & 8,667

$3,615,332

$ 10+22

$3&51388

32,379

(21,749)

33,164

Q (166,452)

(30,824)

(42,295)

(33,454)

(24,096)

$ n 10,222

$3,551,288

$ 9,932

$3,360,740



Exhibit

 .&
3.2

3.3

3.4

3.6

3.7

3.8

4.1

4.3

4L

4.5

4.6

Description

Amended and Restated Certificate of Incorporation of the Company, dated March 4, 2003 (incorporated by reference to
Exhibit 3.1 to the Company's Annual Report on Form 10-K for the year ended December 31, 2002).

Certificate of Amendment of the Amended and Restated Certificate of Incorporation of the Company, dated July 28, 2008
(incorporsted by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K dated August 1, 2008).

Certificate of Amendment of the Amended and Restated Certificate of Incorporation of the Company, dated December 18,
2008 (incorporated by reference to Exhibit 3.3 to the Company's Registration Statement on Foim S-3 dated December 30,
2008).

Certificate of Amendment of the Amended and Restated Certificate of Incorporation of the Company, dated May 29, 2009
{incorporated by reference to Exhibit 4.4 to the Company's Registration Statement on Form S-8 dated July 1, 2009).

Amended and Restated By-Laws of the Compiuiy (incorporated by reference to Exhibit 3.2 to the Company's Quarterly
Report on Form 10-Q for the quarter ended September 30, 2001).

Certificate of Amendment of the Amended and Restated By-Laws of the Company, dated July 28, 2008 (incorporated by
reference to Exhibit 3.2 to the Company's Current Report on Form 8-K dated August 1, 2008).

Certificate ofDesignations of Series B-1 Convertible Perpetual Prefened Stock of the Company, dated March 5, 2009
(incorporated by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K dated March 6, 2009).

Certificate of Ownership and Merger, dated January 12, 2011 (incorporated by reference to Exhibit 3.1 to the Company's
Current Report on Form 8-K dated January 12, 2011).

Form of certificate for shares of lhe Company "s common stock (incorporated by reference to Exhibit 4.3 to the Company's
Registration Statement on Form S-1 (File No. 33-74782)).

Common Stook Purchase Warrant granted by the Company to Ford Motor Company dated October 7, 2002 (incorporated by
reference to Exhibit 4.16 to the Company's Quarterly Report on Form 10-Q for the quaiter ended September 30, 2002).

Indenture, dated as of July 31, 2008, among XM Escrow LLC and The Bank of New York Mellon, as trustee, relating to the
13% Senior Notes due 2013 (incorporated by reference to Exhibit 4.77 to the Company s Quarterly Report on Form 10-Q for
the quarter ended September 30, 2008).

Supplemental Indenture, dated as of July 31, 2008, among XM Satellite Radio Holdings Inc., XM Satellite Radio Inc., XM
Equipment Leasing LLC, XM Radio Inc. and The Bank of New York Mellon, as trustee, relating to the 13% Senior Notes due
2013 (incorporated by reference to Exhibit 4.78 to the Company's Quarterly Report on Form 10-Q for the quarter ended
September 30, 2008).

Supplemental Indenture, dated as of July 31, 2008, among XM Satellite Radio Holdings Inc., XM Escrow LLC and. The Bank
of New York Mellon, as trustee, relating to the 13% Senior Notes due 2013 (incorporated by reference to Ekibit 4.79 to the
Company's Quarterly Report on Form 10-Q for the quarter ended September 30, 2008).

Indenture, dated as of August 1, 2008, among XM Satellite Radio Inc., XM Satellite Radio Holdings Inc., XM Equipment
LLC, XM Radio Inc., the Company and The Bank of New York Mellon, as trustee, relating to the 7% Exchangeable Senior
Subordinated Notes due 2014 (incorporated by reference to Exhibit 4.80 to the Company's Quarterly Report on Form 10-Q
for the quarter ended September 30, 2008).
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4.7

4.8

4.10

4.11

4.12

4.13

4.14

4.15

4.16

4.17

4.18

Description

Registration Rights Agreement, dated August 1, 2008, among ~XM Satellitle Radio'Inc., XM Satellite Radio Holdings Iuc., X1Vl
Equipment Leasing LLC, XM Radio Inc., the Company, J.P. Morgan Securities Iuc., Morgan Stanley k Co. Incorporated and
UBS Securities LLC, relating to the 7% Exchangeable Senior Subordinated Nbtes due 2014 (incorporated'by reference to'xhibit4.81 to the Company's Quarterly Report on Form 10-Q for the quarter'nded September 30, 2008).

Form ofMedia-Based Incentive Warrant, dated as of January 27, 2009, issued by the Company to:NFL Enterprises LLC
(incorporated by reference to Exhibit 4.48 to the Company's Annilal Repdrt on Fdrm 10-K for the'yeai ended Dec'ember 3:1,
2008).

Investment Agreement, dated as ofFebruary 17, 2009, among the Company and Liberty Radio LLC (incorporated by refeience
to Exhibit 4.55 to the Company's Annual Report on Form 10-K for the year ended December 31, 2008).

Indenture, dated as ofAugust 24, 2009, between the Company'nd U.S. Bhnk 'National As'sociation relating to the 9.75%
Senior Secured Notes due 2015 (incorporated by reference tc Exhibit 4.61 to the Company's Quarterly R+ort~ on I'oiiti 10-Q:
for the quarter ended September 30, 2009).

Indenture, dated as ofMarch 17, 2010, among the Company, the guarantors thereto and U.S. Bank National Association, as
trustee, relating to the 8.75% Senior Notes due 2015 (incorpor'ated by reference to'Exhibit'4. l 'to the C'orang's dumlnt Repdrt
on Form 8-K dated Marob 19, 2010).

Third Supplemental Indenture, dated April 14, 2010, among XM Satellite Radio Inc., certain subsidiaries thereof snd The Bank
ofNew York Mellon, as trustee, relating to the 13% Senior Notes due 2013 (incorporated by reference to XM Satellite Radio
Inc.'s Quarterly Report on Form 10-Q filed on May 7, 2010).

Supplemental Indenture, dated April 14, 2010, among XM Satellite Radio Inc., certain subsidiaries thereof and The Bank of
New York Mellon, as trustee, relating to the 7% Exchangeable Senior Subordinated Notes due 2014 (incorporated by reference
io XM Satellite Radio Inc.'s Quarterly Report on Form 10-Q filed on May 7, 2010).

Indenture, dated as of October 27, 2010, among XM Satellite Radio Inc., the guarantors thereto and U.S. Bank National
Association, as trustee, relating to the 7.625% Senior Notes due 2018 (incorporated by reference to Exhibit 4. l to XM Satellite
Radio Inc.'s Current Report on Form 8-K filed on October 28, 2010).

Supplemental Indenture, dated January 12, 2011, by and among XM SateDite Radio Inc., the Company, certain subsidiaries
thereof and The Bank ofNew York Mellon, as trustee, relating to the 13% Senior Notes due 2013 (inciorphratdd be rekrerice to
Exhibit 4.2 to the Company's Current Report on Form 8-K filed on January 12, 2011).

Supplemental Indenture, dated January 12, 20 i 1, by and among XM Satellite Radio Inc., the Company, certain wbsidiaries ~~thereof and The Bank of New York Mellon, as trustee, relating to the 7% Exchangeable Senior Subordinat& Notch dub 2014
(incorporated by reference to Exhibit 4.3 to the Company's Cuirent Report on Form 8-K filed on January 12, 201 1~).

Supplemental Indenture, dated January 12, 2011, by and among XM Satellite Radio Inc., the Company, certain subsidiaries
thereof aud U.S. Bank National Association, as trustee, relating to'the 7.625% 'Senior Notes due 2018 (incorporated by
reference to Exhibit 4.4 to the Company's Current Report on Form 8-K filed on January 12, 2011).

Supplemental Indenture, dated January 12, 2011, by and among th'e Company, certain subsidiaries: thereof and U.S. Bank
National Association, as trustee, relating to the 8.75% Senior Notes due 2015 (incorporated by reference to Exhibit 4.24 to the
Company's Annual Report on Form 10-K for the year ended Deceinber 31, 2010).
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*~10.2

+++10.3

10.5

**10.6

10.7

**10.9

Descrintion

Supplemental Indenture. dated January 12, 2011, by and among the Company, certain subsidiaries thereof and U.S. Bank
National Association, as trustee, relating to the 9.75% Senior Secured Notes due 2015 (incorporated by reference to Exhibit
4.25 to the Company's Annual Report on Form 10-K for the year ended December 31, 2010).

Collateral Agreement, dated January 12, 2011, by and among the Company, certain subsidiaries thereof and U.S. Bank
National Association, as collateral agent, relating to the 9.75% Senior Secured Notes due 2015 (incorporated by reference to
Exhibit 4.5 to the Company's Current Report on Form 8-K filed on January 12, 2011).

Operational Assistance Agreement, dated as of June 7, 1999, between XM Satellite Radio Inc. and Clear Channel
Communications, Inc. (incorporated by reference to Exhibit 10.10 to Amendment No. 1 to XM Satellite Radio Holdings Inc.'s
Registration Statement on Form S-l, File No. 333-83619).

Technology Licensing Agreement among XM Satellite Radio Inc., XM Satellite Radio Holdings Inc., WorldSpace
Management Corporation and American Mobile Satellite Corpotvtion, dated as of January 1, 1998, amended by Amendment
No. 1 to Technology Licensing Agreement, dated June 7, 1999 (incorporated by reference to Exhibit 10.3 to XM Satellite
Radio Holdings Inc.'s Annual Report on Form 10-K for the year ended December 31, 2007).

Third Amended and Restated Distribution and Credit Agreement, dated as of February 6, 2008, among General Motors
Corporation, XM Satellite Radio Holdings Inc. and XM Satellite Radio Inc. (incorporated by reference to Exhibit 10.63 to
XM Satellite Radio Holdings Inc.'s Annual Report on Form 10-K for the year ended December 31, 2007).

Third Amended and Restated Satellite Purchase Contract for In-Orbit Delivery, dated as ofMay 15, 2001, between XM
Satellite Radio Inc. and Boeing Satellite Systems International Inc. (incorporated by reference to Exhibit 10.36 to Amendment
No. 1 to XM Satellite Radio Holdings Inc.'s Registration Statement on Form S-3, File No. 333-89132).

Assignment and Novation Agreement, dated as ofDecember 5, 2001, between XM Satellite Radio Holdings Inc., XM
Satellite Radio Inc, and Boeing Satellite Systems Internaiional Inc. (incorporated by reference to Exhibit 10.3 to XM Satellite
Radio Holdings Inc.'s Current Report on Form 8-K filed on December 6, 2001).

Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated as ofDecember 5, 2001, between XM Satellite
Radio Inc. and Boeing Satellite Systems International Inc. (incorporated by reference to Exhibit 10,4 to XM Satellite Radio
Holdings Ino.'s Current Report on Form 8-K filed on December 6, 2001).

Amended and Restated Assignment and Use Agreement„dated as of January 28, 2003, between XM Satellite Radio Inc. and
XM Radio Inc. (incorporated by reference to Exhibit 10,7 io XM Satellite Radio Holdings Inc.'s Current Report on Form 8-K
filed on Janus'9, 2003).

Amended and Restated Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated May 23, 2003, among XM
Satellite Radio Inc. and XM Satellite Radio Holdings Inc. and Boeing Satellite Systems International Inc. (incorporated by
reference to Exhibit 10.53 to XM Satellite Radio Holdings Inc.'s Quarterly Report on Form 10-Q for the quarter ended June
30, 2003).

Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated July 31, 2003, among XM Satellite Radio Inc. and
XM Satellite Radio Holdings Inc. and Boeing Satellite Systems International Inc. (incorporated by reference to Exhibit 10.54
io XM Satellite Radio Holdings Inc.'s Quarterly Report on Form 10-Q for the quarter ended June 30, 2003),
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December 2003 Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated December 19, '2003, ainon'g XM
Satellite Radio Inc., XM Satellite Radio Holdings Inc. and Boeing Satellite Systems International Inc. (incorporated by
reference to Exhibit 10.57 to XM Satellite Radio I-Ioldings Inc.'s Annual Report on Form 10-K for the'ear ended.Decemb~
31, 2003).

Form of Option Agreement between the Company and each Optionee ~(incorporated by reference to Exhibit 10.16.2 to the
Company's Quarterly Report on Form 10-Q for the quarter ended 'June 30,'998).'ormofDirector Non-Qualified Stock Option Agreement (incorporated by reference to Exhibit 10.25 to Ameiidment No. '5 to:
XM Satellite Radio Holdings Inc.'s Registration Statement on~Forjn S" 1, file ko. '333-83ti19).

CD Radio Inc. 401(k) Savings Plan (incorporated by reference to Exhibit 4A to the Company's Registration Statement on Form
S-8 (File No. 333-65473)).

Employment Agreement, dated as of June 3, 2003, between the Company 'and Dav'id J. Frear (incorporated by reference to
Exhibit 10.7 to the Company's Quarterly Report on Form 10-Q for the quarter ended June 30, 2003).

Amcndcd and Rcstatcd Sirius Satcllitc Radio 2003 Long-Term Stock Inccntivc Plan (incorporated by rcftmencc to Hxbibit 10.10
to the Company's Quarterly Report on Form 10-Q for the quarter ended June 30, 2004).

Employment Agreement dated November 18, 2004 between the Company'nd'el Karma'zin (incorporated by refhmce to
Exhibit 10.2 to the Company's Annual Report on Form 10-K for the year ended December'1,'004).:

Restricted Stock Unit Agreement, dated as of August 9, 2005, between the Company and James E, Meyer (incorporated by
reference to Exhibit 10.3 to the Company's Current Report on Form 8-K dated August 12, 2005).

First Amendment, dated as of August 10, 2005, to the Employmerit Agreeinent, dated as of June 3, 2003, betwteen ~the Company
and David J. Frear (incorporated by reference to Exhibit 10.2 to the Company's Current Report on Form 8~K dated August 12,
2005).

Form of Non-Qualified Stock Option Agreement (incorporated by reference to Exhibit 10.2 to XM Satellite Radio Holdings
Inc.'s Current Report on Form 8-K filed June 1, 2007).

Foun ofResiricted Stock Agreement (incorporated by reference to Exhibit'0.3 to'XM Satellite Radio'Holdings Inc.'s Current
Report on Farm 8-K filed June 1, 2007).

XM Satellite Radio Holdings Inc. 2007 Stock Incentive Plan (incolrpozated by 'reference to'Exhibit. 10.5 to XM Satellite Rsdi
Holdings Inc.'s Quarta.ly Report on Form 10-Q for the quartei ended June 30,'007).

Sirius XM Radio 401(k) Savings Plan, as amended and restated efFective January 1, 2009 (incorporated Q refhrenbe th Exhibit
10.30 to the Company's Annual Report on Foim 10-K for the year ended December 31, 2009).

Agreement to Forfeit Non-QualiTied Stock Options, dated as ofMay 13, 2009, between Mel Karmarin and the Coinpaiiy
(incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K Tiled May 13, 2009)'.

Second Amendment, dated as of February 12, 2008, to the Employment Agreemeitt, dated'ss of Jutie 3, 2003,between'the'ompany

and David J. Prear (incorporated by reference to Exhibit 10.1 to the Company's Current Report on 1"orm 8-K dated
February 13, 2008).
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Description

Employment Agreement, dated as of September 26, 2008, between the Company and Dara F. Altman (incorporated by reference
to Exhibit 10.1 to the Company's Current Report on Form 8-K dated October 1, 2008).

Letter Agreement dated June 30, 2009 amending the Employment Agreement dated November 18, 2004 behveen Mel Karmazin
and the Company (incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed July 1, 2009).

Sirius XM Radio Inc. 2009 Long-Term Stock Incentive Plan (incorporated by reference to Exhibit 4.9 to the Company's
Registration Statement on Form S-8 dated July 1, 2009).

Employment Agreement, dated as of July 28, 2009, between the Company and Scott A. Greenstein (incorporated by reference to
Exhibit 10.1 to the Company's Curxmt Report on Form 8-K filed July 29, 2009).

Employment Agreement, dated as of October 14, 2009, between the Company and James E. Meyer (incorporated by reference to
Exhibit 10.1 to the Company's Current Report on Form 8-K filed October 16, 2009).

Employment Agreement, dated as of January 14, 2010, between the Company and Patrick L. DonneHy (incorporated by
reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed January 15, 2010).

First Amendment, dated as of February 14, 2011, to the Employment Agreement dated as of October 14, 2009, between the
Company and James E. Meyer (incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed
February 15, 2011).

Employment Agreement, dated as of July 21, 2011, between the Company and David J. Frear (incorporated by reference to
Exhibit 10.1 to the Company's Current Report on Form 8-K filed on July 22, 2011).

Employment Agreement, daied as of August 23, 2011, between the Company and Dara F. Altman (incorporated by reference to
Exhibit 10.1 to the Company's Current Report on Form 8-K filed on August 24, 2011).

Form ofDirector Non-Qualified Stock Option Agreement (filed herewith).

Form of Non-Qualified Stock Option Agreement (filed herewith).

I.ist of Subsidiaries (filed herewith).

Consent of KPMG LLP (filed herewith).

Certificate ofMel Karmazin, Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of2002 (filed
herewith).

Certificate ofDavid J. Frear, Executive Vice President and Chief Financial Officer, pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002 (filed herewith).

Certificate of Mel Karmazin, Chief Executive Officer, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002 (filed herewith).

Certificate of David J. 1'rear, Executive Vice President and Chief Financial Officer, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of2002 (filed herewith).
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Exhibit

QQQ+101

Description

The following financial information from our Annual Report dn arm ~10-K foi the year ended December 31, 2011~
formatted in eXtensible Business Reporting Language (XBRL): (i) Cotisolidatad Stateinents of Operations,for the years
ended December 31, 2011, 2010 and 2009; (ii) Consolidated Balance Sheets as ofDecember 31, 2011 ~and~201'0;
(iii) Consolidated Statements of Stockholder's Equity and 'Comprehensive'Income (Loss) for the years'nded December~
2011, 2010 and 2009; (iv) Consolidated Statements ofCash Flak for 'the fears en'ded'December 31, 2011, 2010 aud 2009;
and (v) Notes to Consolidated Financial Statements.

This document has been identified as a managenent contract or compensatory plan or arrangement.

Pursuant to the Commission's Orders & anting Confidential Treatmerit under hule 406 of the Securities Act of 1933 or Rule 24(h)-2
under the Securities Exchange Act of 1934, certain confidential portions of this Fxhibit were omitted by means of'redacting a portion'f

the text.

Confidential treatment has been requested with respect to portions of this Exhibit that have been omitted by redacting ia pdrtio6 ofthe ~

text.

ln accordance with Rule 406T of Regulation S-T, the XBRL related irifoimation in Exhibit 101.1 to this Annual Report ori l'orm 10-K
shall not be deemed to be 'Tiled" for purposes of Section 18 of the Excharige Act, or otherwise subjeci to the liability ef th~at section,
and shall not be part of any registration statement or other document filed under the Securities Act or the Exchange Act, except as shall
be expressly set forth hy specific reference in such filing.



0 THIS OPTION HAS NOT BEEN REGISTERED UNDER STATE OR FEDERAL
SECURITIES LAWS. THIS OPTION MAY NOT BE TRANSFERRED EXCEPT

BY WILL OR UNDER THE LAWS OF DESCENT AND DISTRIBUTION.

SIRIUS XM RADIO 2009 LONG-TERM STOCK INCENTIVE PLAN

STOCK OPTION AGREEMENT
2011 COMPENSATION AWARD

Exhibit 10.34

Dl 1-01

THIS STOCK OPTION AGREEMENT (this " Aareement "), dated as of [ ], between SIRIUS XM RADIO INC., a Delaware
corporation (the " Companv "), and [ ] (the " Director ").

1. Grant of Option Vesting . (a) Subject to the terms and conditions of this Agreement and the Sirius XM Radio 2009 Long-Term Stock
Incentive Plan (the " Plan "), the Company hereby grants to the Director the right and option (this " Option ") to purchase up to [ ]
( ) shares (the " Shares ") of common stock, par value $0.001 per share, of the Company at a price per share of $[ ] (the " Exercise
Price "). This Option is not intended to qualify as an Incentive Stock Option for purposes of Section 422 of the Internal Revenue Code of 1986,
as amended. In the case of any stock split, stook dividend or like change in the Shares occurring after the date hereof, the number of Shares and
the Exercise Price shall be adjusted as set forth in Section 4(b) of the Plan.

(b) The right and option to purchase up to up to [ ]( ) Shares shaH vest and be exercisable as follows:

(i) [ ] ( ) Shares shall vest and become exercisable on , 2012;

(ii) [ ] ( ) Shares shall vest and become exercisable on , 2013;

(iii) [ ] ( ) Shares shall vest and become exercisable on , 2014; and

(iv) [ ]( ) SharesshaHvestandbecorneexercisableon , 2015.

2. Term . This Option shall terminate on , 2021.

3. Exercise . Subject to Section 1 of this Agreement and the terms of the Plan, this Option may be exercised, in whole or in part, by means
of a written notice of exercise signed and delivered by the Director (or, in the case of exercise after death of the Director, by the executor,

~ ~istrator, heir or legatee of the Direotor, as the case may be, or, in the case of exercise after a disability under circumstance in which it is
:onable to conclude that the Director does not



have the ability to exercise this Option, by the person or persons who have been legally appointed to act in the name of the! Director) tu the!
Company at the address set forth herein for notices to the Company. Such notice shall (a) state the number of Shares to be purchased and the
date of exercise, and (b) be accompanied by payment of the Exercise Price in cash'or such'other method ofpayment as may be permitted by
Section 6(d) of the Plan, subject, in the case of a broker-assisted exercise, to applicable law.

4. Non-transferable . This Option may not be transferred, assigned, pledged or hypothecated in any manner (whether by operation of la
or otherwise) other than by will or by the applicable laws of descent and distribution aud shall not be subject to execution, attachment or similar
process. Any attempt to trausfer, assign, pledge, hypothecate or otherwise dispose of this Option or of any right or privilege conferred hereby'hallbe null and void.

5. Professional Advice . The acceptance and excise of this Option may have consequences under federal and state tax and securities
laws that may vary depending upon the individual circumstances of the Director. Accordingly, the Director acknowledges that ~the Director has
been advised to consult his or her personal legal and tax advisor in connection Wth this Agreement and thi's Option.

6. Agreement Subject to the Plan . The Option and this Agreement are subject to the terms and conditions set forth id the'Plati, whiclt
terms and conditions are incorporated herein by reference. A copy of the Plan prewously hus been delivere'd to'the'Director. This Agreement
and the Plan constitute the entire understanding between the Company aud the'Directoi with rctspeat to this Option.

7. Governing Law . This Agreement shall be governed by, and construed'n accordance With,'he'laws of the Statb of~New Yak withbut'egardto its conflict of laws principles, and shall bind and inure to the benefit of the heirs, executors, personal representatives, successors and
assigns of the parties hereto.

8. Notices . All notices and other communications hereunder shall be in writing ind shall be deemed given when delivered personally or:
when telecopied (with confirmation of transmission received by the sender), th'ree business days after being sent by certified m!ail, gostlage!
prepaid, return receipt requested or one business day after being delivered to a nationally recognized overnight courier 'with next day delivery'pecifiedto the parties at the following addresses (or at such other address for a. patty as sh'all be specified by like notice): ~

Company: Sirius XM Radio Inc.
1221 Avenue of the Americas
36 &Floor
New York, New York 10020
Attention: General Counsel

Director: Address on file at, the
office of the Company.

4h
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Notices sent by email or other electronic means not specifically authorized by this Agreement shall not be effective for any purpose of this
Agreement.

IN WITNESS WHEREOF, the undersigned have executed this Agreement as of the date first above written.

8 XM RADIO INC.

Patrick L. Donnelly
Executive Vice President,
General Counsel and Secretary



Exhibit 10.3',5

SIRIIIS XM RADIO INC.
2'!009 LONG-TERM STOCK INCENTIVE PLAN

STOCK OPTION AGREEMENT
2!011 COMPENSATION A'WARD

THIS STOCK OPTION AGREEMENT (thi. "Agreement"), dated as of» (the "Date of Grant"'), between SIRIUS XM RADIO
1NC., a Delaware corporation (the "Company"), and (the "Employee").

1. Grant of 0 tion Vestin . (a) Subject to the terms and conditions of this Agreement and the Sirius XM Radio Inc. 2009 Long-Term
Stock Incentive Plan (the "Plan"), the "ompany hereby grants to the Employee the right and option (this "Option") to purchase up
to shares (the "Shares") of common stock, par value $0.001 per share, of the Company at a price per shareof, the closing price
of such common stock on The Nasdaq Global Select Market on [PNSERT DATE OF CLOSING P'RICE]] (the "Exercise Price!"). This Option's

not intended to qualify as an Incentive Stock Option for purposes of Section 422 of the Internal Revenue Code of 1986, as amended. In the
case of any stock split, stock dividend or like change in the Shares occurring after the date 'hereof, the number of Shares and the Exercise Price
shall be adjusted as set forth in Section 4(b) of the Plm. Capitaiiized terms not Otherwise defined herein have the meanings assigned to them in
the Plan.

(b) Subject to the terms and conditions of this Section 1(b), this Option'hoal vest and be exercisable as follows:

(i) Shares shall vest andI become exercisable on August, 2012 if the Employee continues to be employed by the Company
on August, 2012;

(ii) Shares shall vest and. become exercisable on August, 2013 if the Employee continues to be employed by the
Company on August, 2013;

(iii) Shares shall vest arid become exercisable on August ., 2014 if the Employee continues to be employed by the
Company on August, 2014; and

(iv) Shares shdl vest and become exercisable on August, 2015 if'the Employee continues to 'be emplbyeA by the
Company on August, 2015.

2. Term . (a) Subject to Sections 2(b) ancl 2(c), this Option sh.all terminate teri (10) years from the Date of Grant or earlier upcn the
expiration of (a) ninety days following the termination of the Employee's employment for any reason other than death, or (b) one year:from the
date of death of the Employee. Subject to the terms of the Plan, if the Emplloyee's employment is terminated by death, this Option shall be
exercisable only by the person or persons to whom the Employee's rights under such Option shall pass'by the Employee's will or by the laws
of descent and distribution of the state or county of the Employee's domicile at the time of death.

1



(b) If the Employee's employment has been terminated by the Company for Cause, this Option, including all vested Options, shall
terminate on the date of termination ofEmployee's employment.

(c) If, within ninety (90) days following the termination of Employee's employment by Employee for any reason or by the
pany without Cause, the Employee breaches any employment agreement, non-competition agreement, or other similar agreement or
gement that the Fmployee has with the Company, then the Option, including all vested Options, shall terminate immediately as of the date

of the breach.3. Non-transferable . This Option may not be transferred, assigned, pledged or hypothecated in any manner (whether by operation
of law or otherwise) other than by will or by the applicable laws ofdescent and distribution, and shall not be subject to execution, attachment or
similar process. Any attempt to transfer, assign, pledge, hypothecate cr otherwise dispose of this Option or of any right or privilege conferred
hereby shall be null and void.

4. Exercise . Subject to Sections 1 and 2 of this Agreement and the terms of the Plan, this Option may be exercised, in whole or in part, by
means of a written notice of exercise signed and delivered by the Fmployee (or, in the case of exercise after death of the Fmployee, by the
executor, admuusMtor, heir or legatee of the Employee, as the case may be). Such noiice shall (a) state the number of Shares to be purchased
and the date of exercise, and (b) be accompanied by payment of the.aggregate Exercise Price in such manner as is permitted by the Plan.

5. Withholding . Prior to delivery of the Shares purchased upon exercise of this Option, the Company shall determine the amount of any
United States federal, state and local income tax, if any, which is requuud to be withheld under applicable law and shall, as a condition of
exercise of this Option and delivery of certificates representing the Shares purchased upon exercise of this Option, collect from the Employee
the amount of any such tax to the extent not previously withheld.

6. No Riuhts of a Stockholder . The Employee shall not have any rights as a stockholder of the Company with respect to any Shares until
the Shares purchased upon exercise of this Option have been issued.

7. Riuhts of the Emplovee . None of this Option, the execution of this Agreement nor the exercise of any portion of this Option shall
confer upon the Employee any right to, or guarantee of, continued employment by the Company, or in any way limit the right of the Company
to terminate employment of the Employee at any time, subject to the terms of any written employment or similar agreement between the
Company aud the Employee.

8. Professional+dvice . The acceptance and exercise of this Option may have consequences under federal and state tax and securities
laws that may vary depending upon the individual circumstances of the Employee. Accordingly, the Employee acknowledges that the
Employee has been advised to consult his or her personal legal and tax advisor in connection with this Agreement and this Option.

0



9. Ameement Subiect to the Plan . The Option aud this Agreement are subjeot to the terms and conditions set forth in'he'Pl&, which
terms and conditions are incorporated herein by reference. Employee acknowledges that a copy of the Plan's posted on the Company's intranet
site and Employee agrees to review it and comply with its terms. This Agreement and the Plan constitute the entire understanding between the
Company and the Employee with respect to this Option. In the eveut of any conflict between the Agreement and the Plan, the Plan'shall gov
and prevail.

10. Governma Law . This Agreement shall be governed by, and construed in~ accbrddnce with, the laws of the State of New York, and
shall bind and inure to the benefit of the heirs, executors, personal representatives, 'successors and assigns of the parties hereto. The parties
hereby irrevocably and unconditionally consent to submit to the exclusive jurimhction of the state and federal courts located in the Borough of
Manhattan, State of New York, and expressly waive the right to a jury trial, for any actions, suits or proceedings arising out of or relating to
this Agreement.

11. Notices. All notices and other communications hereunder shall be in'writing'and'shall be decmcd given wheiti deliveh d itierehnallyor'hen

telecopied (with confirmation of transmission received by the sender), three business days after being sent by ceiitifidd mal, postage ~

prepaid, return receipt requested or one business day after being delivered to a nationally recognized overnight courier with next day delivery'pecifiedto the parties at the following addresses (or at such other address for a party as sh'all be specifaed by like notide): ~

Company: Sirius XM Radio Inc.
1221 Avenue of the Americas
36 &Floor
New York, New York 10020
Attention: General Counsel

Employee:
Address on file at the
office of the Company

Notices sent by email or other electronic means not specifically authorized by this Agieement dmll uot be effective for any purpose of this
Agreement.

Employee 4har



s Entertainment Promotions LLC
llite CD Radio LLC

XM 1500 Eckington LLC
XM Investment LLC
Spend LLC
Earth Station Ecuador Cia. Ltda.
XM Radio LLC
XM Email Inc.
Satellite Public Radio Inc.
Interoperable Technologies LLC

SIRIUS XM RADIO INC.
SUBSIDIARIES

Exhibit 21.1



Consent of Independent Registered Public Accounting Firm

Exhibit 23.1

The Board ofDirectors and Stockholders
Sirius XM Radio Inc.:

We consent to the incorporation by reference in the registration statements (No. 333-158135, No. 333-152548, No. 333-199869, No. 333-
130949, No. 333-127169, No. 333-115695, No. 333-108387, No. 333-104406, No. 333-85847, No. 333-65602, and No. 333-64344) on Form
S-3, in the registration statement (No. 333-144845) on Form S-4, and in the registration statements (No. 333-169309, 333-'166699,'33-160386,
No. 333-159206, No. 333-158156, No. 333-156441, No. 333-152574, No. 333-149186, No. 333-142726, No. 333-139214, No. 333-133277,
No. 333-125118, No. 333-119479, No. 333-111221, No. 333-106020, No. 333-101515, No. 333-100083, No. 333-819'14, No. I333L74052,'o.333-65473, No. 333-62818, No. 333-47954, No. 333-31362, and No. 333-15085), on Form S-8 of Sirius XM Radio Inc. of our reports
dated February 9, 2012, with respect to the consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as ofDecember 31, 2011 and
2010, aud the related consolidated statements of operations, stockholders'quity atid domprehhxsiVe income (loss), and cash flows for'each of
the years in the three-year period ended December 31, 2011, and the related financial statement schedule for each of the years in the three-year
period ended December 31, 2011, and with respect to the effectiveness of interhal control @ver'indncihl reporthig as of Decanter 31, 2011,
which reports appear in the December 31, 2011 annual report on Form 10-K of Sirius XM Radio Inc.'sf

KPMG LLP

New York, New York
February 9, 2012



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTlVE OFFICER

I Mel Karmazin, the Chief Executive Officer of Sirius XM Radio Inc., certify that:

I have reviewed this Annual Report on Form 10-K for the fiscal year ended December 31, 2011 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the registrant's
most recent fiscal quarter (the registrant's fourth quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5, The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of intern@ control over financial
reporting, to the registrant's auditors aud the audit committee of the registrant's board of directors (or persons performing the equivalent
functions)'.

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

February 9, 2012

By: /s/Mn,K ~rN
Mel Karmazin
Chief Executive Officer
(Principal Executive OAicer)



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, David J. Frear, the Executive Vice President and ChiefFinancial Officer of Sirius XM Radio Inc., certify that:

l. I have reviewed this Annual Report on Form 10-K for the fiscal year ended December 31, 2011 of SiYius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a materia fa'ct nhcesharIi to ~

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the'eriodcovered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant'as of, and for, the periods ptesetited'n this &pott;

4. The registrant's other cerbfying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 8xc6ang4 AhtRides'3a-15(f)and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disciosute controls snd procedures to be:designed under our
supervision, to ensure that material information relating to the r'egistrant, in'eluding'its consolidated subsidiaries, is made known to's

by others within those entities, particularly during the period in trhidh t16s rapport is Seine prepared;

(b) Designed such internal control over financial reporting, or caused such~internal~ control'over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financi'al reporting and the preparation bf finanbial i

statements for external purposes in accordance with generally accepted~ accounting ~ciplles;'c)
Evaluated the effectiveness of the registrant's disclosure controls and procedures atid ptesetited in this tepoit our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the registrant's
most recent fiscal quarter (the registrant's fourth quarter in the case of an annual report) that has materially 'affected, or is
reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on oiir mbst decekt edaluktion of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directofs (or persons performing the equivalent
functions):

(a) all significant deficiencies and material weaknesses in the design ot operatibn df internel cdntrdl over finan'cial reporting which ar~e
reasonably likely to adversely affect the registrant's ability to record, parcels, ~arise and report fniancial inforination; aud ~

(b) any fraud, whether or not material, that involves management or other employe'es who have a significant role in the registrant's
internal control over financial reporting.

February 9, 2012

By: /s/DAvm J. Fzum
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)



Exhibit 3? 1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

In connection with the Annual Report of Sirius XM Radio Inc. (the "Company") on Form 10-K for the fiscal year ended December 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Mel Karmazin, ChiefExecutive Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

By: /s/Mar,K ~aztN
Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)

February 9, 2012

A signed original ofthis written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typedform within the electronic version ofthis written statement required by Section 906, has been
provided to the Company and will be retained by the Company andfurnished to the Securittes andExchange Commission or its staffupon
request.



CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 13509

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

Exhibit 3? 2

In connection with the Annual Report of Sirius XM Radio Inc. (the "IConhparty") lon FoW 10&K for the fiscal:year ended December 3'1,
2011 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, David J. Frear, Executive'ice President and
Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of thei Sarbaues-Oxley
Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or $ 5(d) of the ~Securities Exchange Aot of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of'operations of the
Company.

February 9, 2012

By: /s/D ttvrD J. F aHAR

David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

A signed original ofthis written statement required by Section 906, or other document authenticating, acknowledging, or oth'erwtse'doptingthe signature that appears in typedform within the electronic versiott ofthis tvritten abatement required by Seption 906, has been
provided to the Company andwill be retained by the Company andfurnished to the Securities and ~Exchange Commission or its stagupon'equest.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

QUARTjQu Y REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECUSXTIES
EXCHANGE ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED MARCII 31, 2012 ~

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

COMMISSION FjLE NUMBER 001Q4295

SIRIUS XM RADIO INC.
(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of

incorporation or organisation)

52-1700207

(I.R.S. Employei IdentiTicatlon Number)

1221 Avenue of the Americas,36th Floor
New York, New York

(Address ofprincipal executive oSlces)
10020

(Zip Code)

Registrant's telephone number, including arna codet (212) 584-5100

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) 'and'(2) has been
subject to such filiug requirements for the past 90 days. Yes Rf No Q

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data Pile required to be submitted and posted pursuant to Rule 405 ofRegulation S-T during the preceding 12 months (or for such shoiter
period that the registrant was required to submit and post such files). Yes 55 No G

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated file, a nau-accelerated filer, or a smaller reporting
company. See the definitions of "large iux:elerated filer," "accelerated filer". and "smaller reporting ~company" in Rule 12b-2 ofthe Exchange
Act. (Check one):

Large accelerated filer Rl Accelerated filer 0 Non-acceliuuted filer El ' Sma'lier reporting company El

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes Cl No 8
Indicate the number of shares outstanding ofeach of the issuer's classes ofl conunon stock,i as of the latest practicable da

(CL ss)

COMMON STOCK, $0.001 PARVALUE
(Oatshoaling as ofApiil 27, 2012)

3/01,029|929 . II
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Three Month!
Ended Morch 31,

•

132,111 106,929

70,095 72,959

66,187 65,836

18,110 18,560

5,806 6,405

11 6,121 105,270

58,361 47,819

12,690 11 ,135

59,886 56,354

66,117 68,400

605,484 559,66

199,238 164.1

(76,97 1) (78,218)

(9,97 1) (5,994)

(1,142) (1,884)

(57R) 1,617

(88,662) (84,479)

11 0,576 79,693

(2,802) (1,572)

$ 107,774 $ 78,121

(56) 67

$ 107,718 $ 78,188

$ 0.03 $ 0.02

s 0.02 $ 0.01

3,767,443 3,735,136

6,537,728 6,481,384

(in thousands. except per share data)

Revenue :

Subscriber revenue

Advertising revenue , net of agency fees

Equipment revenue

Other revenue

Total revenue

Operating expenses:

Cost of services:

Revenue share and royalties

Programming and content

Customer service and billing

Satellite and transmission

Cost of equipment

Subscriber acquisition costs

Sales and marketing

Engineering, design and development

General and administrative

Depreciation and amortization

Total operating expenses

Income from operations

Other income (expense) :

Interest expense, net of amounts capitalized

Loss on extinguishment of debt and credit facilities, net

Interest and investment loss

Other (loss) income

Total other expense

Income before income taxes

Income tax expense

Net income

Foreign currency translation adjustment, net of tax

Comprehensive income

Net income per common share :

Basic

Diluted

Weighted average common shares outstanding:

Basic

Diluted

s

2012

700,242

18,670

16,953

68,857

R04 ,722

s

2011

622,437

16,558

15,867

68,977

723,R39

See accompanying notes to the unaudited consolidated financ ial statements.

------------.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Three htonths
Ended Match 31,

(i n thousands, etteept per share data)

Revenue:~
Subscriber revenue
Advertising revenue, net of agency fees

Equipment revenue
1

t Other revenue

Total revenue

2012

$ 700/42
18,670

16,953

68,857

804,722

2011

$ 622,437

16,558

15,867

68,977

723,839
Operating expenses:

Cost of services:
Revenue share and royalties

Programming and content

Customer service and billing
Satellite and transmission

Cost of equipment
Subscriber acquisition costs
Sales and marketing~~
Engineering, design and development
General and administrative J~~ 'epreciationand amortization

Total operating cxpcnscs

Income from operations
Other income (expense):

Interest expense, net of amounts capitalized
Loss on extinguishment of debt and credit facilities, net

Interest and investment loss

) Other (loss) income

Total other expense

Income before income taxes

Income tax expense

Net income

Foreign currency translation adjustment, net of tax

Comprehensive income ~
Net income per common share:

$ Basic

Diluted

Weighted average common shares outstanding:

Basic

Diluted

mme m

132,111

70,095

66,187

18,110
. ~5,806

116,121
~ 58,361

12,690

59,886

66,117

605,484

199238

(76,971)
(9,971)

(1,142)

(578)

(88,662)

110,576

(2,802)

107,774 $

(56)

]07,718 $

106,929

72,959

65,836

18,560

6,405
105,270

47,819

11,135

56,354

68,400

559,

164,1
J

sw

(78,218)
I (5,994)

(1,884)
1,617

(84,479)

79,693

(1,572)

78,121

67

78,188

0.02

0.01

3,767,443

6,537,728

3,735,136

6,481,384 .
I

~ $ 0.03 $

$ 0.02 $

See accompanying notes to the unaudited consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

9 housallds. except share andper share data)

ASSETS

March 31, 2012

(unaudited)

December 31,2011

$ 454 ,748 $ 543 ,193

77,562 70,405

1,404 ,919 1,333 ,965

281 ,270 284,108

1,540 1,623

16,54 1 14,302

2,236 ,580 2,247 ,596

183,430 198,135

147,012 218,199

2,625 ,533 2,683 ,563

329,576 328 ,788

1,024 ,734 1,01 1,084

21,048 21,741

84,232 82,745

6,652 ,145 6,791 ,851

Current assets:

Cash and cash equivalents

Accounts receivable, net

Receivables from distributors

Inventory , net

Prepaid expenses

Related party current assets

Deferred tax asse t

Othe r current assets

Tota l current assets

Property and equipment, net

Long-term res tric ted investments

Deferred financing fees , net

Intangible assets, net

Goodwill

Related party long-term assets

Other long -term assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

cnt liabil ities :

Accounts payable and accrued expenses

Accrued interest

Current portion of deferred revenue

Current portion of deferred credit on executory contracts

Current maturities of long-term debt

Related party current liabilities

Total current liabilities

Deferred revenue

Deferred credit on executory contract'>

Long-term debt

Long-term related party debt

Deferred tax liability

Related party long -term liabilities

Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 16)

Stockholders ' equity :

Preferred stock , par value $0.00 I; 50,000,000 authorized at March 31,2012 and December 3 1,
2011 :

Series A convertible preferred stock; no shares issued and outstanding at March 31, 201 2 and
December 31, 20 II

Convertible perpetual preferred stock , series B-1 (liquida tion preference of $0.00 I per share at
March 31, 2012 and December 31, 2011); 12,500,000 shares issued and outstanding at March 3 1,

0 12 and December 31,2011

' ommon stock, par value $0.001 ; 9,000 ,000 shares authorized at March 31,2012 and December 31,
2011 ; 3,788 ,755 ,725 and 3,753 ,201 ,929 shares issued and outstanding at March 31,2012 and
December 3 1, 20 I I, respectively

A~~llm1l1nt."ti oth."r ~omnr."hp,n<;ivp. income IIp.I of In,"

$

$

746 ,576

108,335

96,037

36,791

177,515

6,503

144,798

20,539

1,337,094

1,645,6 10

3,973

38,848

2,559 ,712

1,834 ,856

54,229

27,402

7,501 ,724

13

3,789
1<;

$

$

773 ,990

10 1,705

84,8 17

36,7 11

125,967

14,702

132,727

6,335

1,276,954

1,673,919

3,973

42 ,046

2,573 ,638

1,834 ,856

54,953

35,657

7,495 ,996

13

3,753
7 1

Table Of Contents

SIRIUS XM RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

thousands, except share andper share dataj

Current assets:

Cash and cash equivalents
Accounts receivable, net

Receivables from distributors

Inventory, net
Prepaid expenses

Related party current assets
Deferred tax asset

Other current assets

Total current assets

Property and equipment, net
I.ong-term restricted investments

Deferred financing fees, net

Intangible assets, net

Goodwill

Related party long-term assets

Other long-term assets

Total assets

ASSETS

March 31, 2012

(unaudited)
V

746,576
108,335

96,037

36,791

177,515 +
6,503

~ 144,798

20,539

1,337,094

1,645,610

3,973

38.848

2,559,712

1,834,856

54~~29

27,402

7,501,724

December 31, 201 1

773,990
101,705

84,817

36,711

125,967

14,702

132,727

6,335

1,276,954

1,673,919

3,973

42,046

2,573,638

1,834,856~ 54,953
35,657

7,495,996

LIABILITIES AND STOCKHOLDERS'QUITY
t liabilities:

Accounts payablc and accrued cxpcnscs
Accrued interest

Current portion of deferred revenue
Current portion of deferred credit on executory contracts
Current maturities of long-term debt

Related party current liabilities

Total current liabilities

Deferred revenue

Deferred credit on cxccutory contracts

Long-term debt
Long-term related party debt

Deferred tax liability

Related party long-term liabilities
Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 16)

Stockholders'quity:
Preferred stock, par value $0.001; 50,000,000 authorized at March 31, 2012 and December 31,
2011: ~

Series A convertible preferred stock; no shares issued and outstanding at March 31, 2012 and
December 31, 2011

Convertible perpetual preferred stock, series B-I (liquidation preference of $0.001 per share at
March 31, 2012 and December 31, 2011); 12,500,000 shares issued and outstanding at March 31,

12 and December 31, 2011

stock, par value $0.001; 9,000,000 shares authorized at March 31, 2012 and December 31,
2011; 3,788,755,725 and 3,753,201,929 shares issued and outstanding at March 31, 2012 and
Dcccmbcr 31, 2011, respectively

Arr»m»btrd nther rnmnrehrnsive i»mme»rt nf tax

454,748
77~2

1,404,919~ 281,270

1,540

16,541

2/36,580
183,430

147,012

2,625,533

329,576

1,024,734

21,048

84+32

6,652,145

13

3,789
1S

$ 543,193

70,405

1333,965
284,108

1,623

14,302

2,247,596

198,135

218,199

2,683,563

328,788

1,011,084

21,741

82,745

6,791,851

13

3,753
71



Additional paid-in capital

Accumulated deficit

Total stockholders' equity

Total liabilities aod stockholders' equity $

10,522,080 10,484,400

(9,676,318) (9,784,092)

849,579 704,145

7,50 1,724 ,;,$=,..,;,7,;;,4;;,9;,;5':;,;9<

See accompanying notes to the unaudited consolidated fmancial statements.

2

Addhtional paid-in capital

Accumulated deficit

Total stockholders'quity

Total liabilities and stockholders'quity

10,522,080

(9,676,318)

849,579

$ 7,501,724

10,484,400

(9,784,092)

704,145

$ 74959r

See accompanying notes to the unaudited consolidated financial statements.
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SIRIUS XM RADIO INC. A D SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS O F STOCKHOLDERS' EQUITY

• Sui.. A Connrtible Perpetual
C onvertibl Preferred Stock,

Pee feeeed Stock Scries B-1 Common Stock

Acw mub ted
Other Addition Tota l

Comprehensh'e Pai d-in Acwmulated Slockbo ldrn'
(in thousands, except share data) Shares Amount Shares Amount Sb.... Amount Income Capita l Deficit Eq uity--- ---
Balance at December 31,
2011 S 12,500,000 S 13 3,753,20 1,929 $3 ,753 s 7 1 SI0 ,484 ,4oo $(9,784 ,092 ) 704 ,145

Comprehensive income, net
oftax (56) 107,774 107,718

Issuance ofcommon stock
to employees and employee
benefit plan s, ne t of
forfeitures 598 ,972 1,307 1,308

Share-based payment
expense 13,643 13,643

Exercise of stock options
and vesti ng of restricted
stock unit s 34 ,954 .824 35 22,730 22,765--- ---
Balance at March 31, 2012 S 12,500,000 S 13 3,788,755,725 $3 ,789 s 15 $10,522 ,080 $(9 ,676 ,318) s 849 ,579

•

•

See accompanying notes to the unaudited consolidated financ ial statements,
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF STOCKHOLDERS'QUITY

Serfs A
Convertible

Prcfcrrcd Stock

Convertible Perpetual
Preferred Stock,

Scrics n-I

(in thausandt, ettaept share data)

Balance at December 31,
2011

Comprehensive income, net
of tax

Amouat Shares Atnount Amouat

Accumulated
Other

Comp reheaslve
Income

Additional
Paid-in
Capital

Accum88latccl
Denett

Total
Stockholders'q8dty

71 $ 10,484,400 $(9,784,092) $ 704,145

(56) 107,774 107,718

$ — 12,500,000 $ 13 3,753 ~01@29 $3,753 $

Issuance of common stock
to employees snd employee
benefit plans, net of
forfciturcs
Share-based payment
expense

Exercise of stock options
and vesting of restricted
stock units

Balance at March 31, 2012 $ — I S00,000

598,972 1

35

$3,789 8

34,954,824

8 t3 3,788,755,7& 15

1/07

13,643

22,730

$ 10,5&,080 $(9,676318)

1,308

13,643

22,765

$ 849379

See accompanying notes to the unaudited consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Three Months •End~ March 31,

(in thousands) 2012 2011

Cash Bows from operating activities:

Net income $ 107,774 $ 78,121
Adjustments to reconeilc net income to net cash provided by operating activities:

Depreciation and amortization 66,117 68,400

Non-cash interest expense, net of amortization of premium 10,647 9,573

Provision for doubtful account s 6,208 9,623

Amortization of deferred income related to equity method investment (694) (694)

Loss on extinguishment of debt and credit facilities , net 9,971 5,994

Loss on unconsolidated entity investments, net 422 2,350

Loss on disposal of assets 266
Share-based payment expense 14,951 12,856

Deferred income taxes 1,572 I,ll I

Other non-cash purchase price adjustments (73,956) (66,743)

Changes in operating assets and liabilities:

Accounts receivable (12.838) 11 ,291

Receivables from distributors (11,220) (8,982)

Inventory (80) (7,330)

Related party assets 8,347 (3,686)

Prepaid expenses and other current assets (65,753) (39,232)

Other long-term assets 8,256 7,617 •Accounts payable and accrued expenses (96,859) (110,400)

Accrued interest 7,157 8,124

Deferred revenue 56,182 39,225

Related party liabilities 2,239 738

Other long-term liabilit ies 1,505 ( 113)

Net cash provided by operating activities 39,948 18,109

Cash flows from investing activities :

Additions to property and equipment (25,187) (34,983)

Net cash used in investing activities (25,187) (34,983)

Cash flows from financing activities:

Proceeds from exercise of stock options 22,765 1,072

Payment of premiums on redemption of debt (6,602) (4,094)

Repayment of long-term borrowings (58,338) (133,100)

Net cash used in financing activit ies (42,175) (136,122)

Net decrease in cash and cash equivalents (27,4 14) (152,996)

Cash and cash equivalents at beginning of period 773,990 586,691

Cash and cash equivalent s at end of period $ 746,576 $ 433,695

See accompanying notes to the unaudited consolidated financ ial statem ents.

•
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

operating activities:

(In thonsands)

Cash flows from operating activities:

Net income

Adjustmcnts to reconcile nct income to nct cash provided by
Depreciation and amortization

I Noncash interest expense, net of amortization ofpremium
Provision for doubtful accounts

I'mortization of dcfcrrcd income related to equity method invcstmcnt
Loss on extinguishment of debt and credit facilities, net

I.oss on unconsolidated entity investments, net

Loss on disposal of assets
Share-based payment expense
Deferred income taxes

g Other noncash purchase price adjustments
Changes in operating assets and liabilities:

~,
Accounts receivable

Receivables from distributors
lllvelitory

Related party assets

Prepaid expenses and other current assets
Other long-tenn assets

Accounts payable and accrued expenses
Accrued interest

Deferred revenue~
Related party liabilities

~, Other long-term liabilities

Net cash provided by operating activities

.ZZP'W
Cash Qows from investing activities:i

Additions to property and equipmen1 +
Net cash used in investing activities

Cash flows from financing activities:

,
Proceeds from exercise of stock options
Payment ofpremiums on redemption ofdebt

'I

$ Repayment of long-term borrowings
Net cash used in financing activities

Net decrease in cash and cash equivalents ~ .

Cash and cash equivalents at beginning ofperiod

Cash and cash equivalents at end of period

For the Three Months
Etntett h1nnh 31,

2012

C'107,774 $

2011

78,121

66,117
10.647

6,208~ (694)
9,971

~t 422

14,951

i/72
(73.956)

68,400

9,573

9,623r (694)
5,994

2„350

266
12,856

1,1 1 1

(66,743)

(12,838)

(11,220)
~(80)

'/47

(65,753)
8,256

(96,859)
7,157

56,182
2+39
1,505

39,948

11/91
(8,982)
(7,330)

(3,686)

(39.232)
7,617

(110,400)
8,124

g39P25
738

(1 13)

18,109

~ 22,765

(6,602)
(5&,338)

(42,175)

(27,414)
773,990

$ 746/76

1,072,
(4,094)

(133,100)

(136,122)

(152,996)
5&6,691

$ 433,695
s

(25,1&7), (34,9&3)

(25,187) (34,983)
I

See accompanying notes to the unaudited consolidated financial statements.



•

•

•

4



Table Of Contents

• Business

SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES T O UNAUDITED CONSOLIDATE D FlNANClAL STATEl\IENTS

(Dollar amounts in thousands, unle ss otherwise stated)

We broadcast our music, sports, entertainment, comedy, talk , news, traffic and weather channels in the United States on a subscription
fee basi s through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other channels over the Internet,
including through applications for mobile devices. We have agreements with every major automaker ("OEMs") to offer satellite radios as
factory- or dealer-installed equipment in their vehicles. We also acquire subscribers through the sale and lease of previously owned vehicles
with factory-installed satellite radios. We distribute our satellite radios through retail locations nationwide and through our website. Satellite
radio services arc also offered to customers of certain daily rental car companies.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi -annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
platform. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary services, such as our Internet radio, Backseat TV , data, traffic,
and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and previously owned
vehicles. The length of these prepaid subscriptions varies, but is typically three to twelve months. In many cases, we receive subscription
pay ments from automakers in advance of the activation of our service . We also reimburse various automakers for certain costs associated with
satellite radios installed in their vehicles.

(2) Summar)' of Significant Accounting Policies

Principles of Consolidation

The accompanying consolidated financial statements of Sirius XM Rad io Inc . and subsidiaries have been prepared in accordance with
U.S. generally accepted accounting principles ("GAAP"), the instructions to Form IO-Q and Aniele IO of Regulation S-X of the United States

uri ties and Exchange Commission ("SEC") for interim financial reporting. Accordingly , these interim financial statements do not include all
e information and footnotes required by GAAP for complete financial statements. All significant intercompany tran sactions have been

eliminated in consolidation.

Basis ofPresentation

In the opinion of management, all normal recurring adjustments necessary for a fair presentation of our unaudited consolidated
financial statements as of March 31, 2012 and for the three months ended March 31, 2012 and 20 II have been made.

Interim results are not necessarily indicative of the results that may be expected for a full year. This Quarterly Report on Form 10-Q
should be read together with our Annual Report on Form IO-K for the year ended December 3 1,2011 , which was filed with the SEC on
February 9, 2012.

We have evaluated events subsequent to the balance sheet date and prior to the filing of this Quarterly Report on Form IO-Q for the
three months ended Mareh 31, 2012 and have determined that no events have occurred that would require adjustment to our unaudited
consolidated financial statements. For a discussion of subsequent events refer to Notes 16 and 17.

Use ofEstimates

The preparation of fmancial statements in conformity with GAAP requires management to make estimates and assumptions that affect
the amounts reported in the financial statements and footnotes. Estimates, by their nature, are based on judgment and available information.
Actual results could differ materially from those estimates.

Significant estimates inherent in the preparation of the accompanying unaudited consolidated financial statements include revenue
recognition, asset impairment, depreciable lives of our satellites, share-based payment ex-pense, and valuation allowances against deferred tax
assets .

• 6
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Business

SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO UNA U DITED CONSOLIDATED FINANCIAL STATEMENTS

(Dollar amounts in thousands, unless otherii ise stated)

We broadcast our music, sports, entertainment, comedy, talk, news, traffic and weather channels in the United States on a subscription
fee basis through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other channels over the Internet,
including through applications for mobile devices. We have agreements with every major automaker ("OEMs") to offer satellite radios as
factoiy- or dealer-installed equipment in their vehicles. We also acquire subscribers through the sale and lease of previously owned vehicles
with factory-installed satellite radios. We distribute our satellite radios through retail locations nationwide and through our website. Satellite
radio services arc also offered to customers of certain daily rental car companies.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
platform. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary services, such as our Internet radio, Backseat TV, data, traffic,
and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and previously owned
vehicles. The length of these prepaid subscriptions varies, but is typically three to twelve months. In many cases, we receive subscription
payiuents from automakers ui advance of the aciivatiou of our service. We also reimburse various automakers for certain costs associated with
satellite radios installed in their vehicles.

(2) Summary of Significant Accounting Policies

Prinriples oJ Consolidation

The accompanying consolidated financial statements of Sirius XM Radio inc. and subsidiaries have been prepared in accordance with
U.S. generally accepted accounting principles ("GAAP"), the instructions to Form 10-Q and Article 10 of Regulation S-X of the United States

urities and Exchange Commission (" SEC") for interim financial reporting. Accordingly, these interim financial statements do not include all
information and footnotes required by GAAP for complete financial statements. All significant intercompany transactions have been

eliminated in consolidation.

Basis

of'presentation

In thc opinion of management, all normal recurring adjustmcnts ncccs~ for a fair presentation of our unaudited consolidated
financial statements as of March 31, 2012 and for the three months ended March 31, 2012 and 2011 have been made.

Interim results are not necessarily indicative of the results that may be expected for a full year. This Quarterly Report on Form 10-Q
should be read together with our Annual Report on Form 10-K for the year ended December 31, 2011, which was filed with the SEC on
February 9, 2012.

We have evaluated events subsequent to the balance sheet date and prior to the filing of this Quarterly Report on Form 10-Q for the
three months ended March 31, 2012 and have determined that no events have occurred that would require adjustment to our unaudited
consolidated financial statements. For a discussion of subsequent events refer to Notes 16 and 17.

Use ofEstimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect
the amounts reported in the financial statements and footnotes. Estimates, by their nature, are based on judgment and available information.
Actual results could differ materially from those estimates.

Significant estimates inherent in the preparation of the accompanying unaudited consolidated financial statements include rcvcnue
recognition, asset impairment, depreciable lives of our satellites, share-based payment expense, and valuation allowances against deferred tax
assets.
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Income Taxes

SIRIUS XM RADIO INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - Continued

(Dollar amounts in tho usands, unless otherw ise stated)

•

•

Deferred income taxes represents the tax consequence related to temporary differences between the carrying amount of assets and
liabilities for financial reporting purposes and the amounts used for tax purposes at each reporting period , based on enacted tax laws and
statutory tax rates applicable to the periods in which the differences are expected to affect taxable income. A valuation allowance is recognized
when, based on the weight of all available evidence, it is considered more likely than not that all, or some portion , of the deferred tax assets will
not be realized . Income tax expense is the sum of current income tax plus the change in deferred tax assets and liabilities.

As of March 31, 2012 and December 31, 20 II , we maintained a full valuation allowance against our deferred tax assets due to our
historical accumulated pre-tax losses .

ASC 740, Income Taxes, requires a company to first determine whether it is more-likely-than-not that a tax position will be sustained
based on its technical merits as of the reporting date, assuming that taxing authorities will examine the position and have full knowledge of all
relevant information. A tax position that meets this more-likely-than-not threshold is then measured and recognized at the largest amount of
benefit that is greater than fifty percent likely to be realized upon effective settlement with a taxing authority . Changes in recognition or
measurement are reflected in the period in which the change in judgment occurs. We record interest and penalties related to uncertain tax
positions in income tax expense in our unaudited consolidated statements of comprehensive income.

We report revenues net of any tax assessed by a governmental authority that is both imposed on, and concurrent with, a specific
revenue-producing transaction between a seller and a customer in our unaudited consolidated statements of comprehensive income.

Fair Value ofFinancial Instruments

The fair value for publicly traded instruments is determined using quoted market prices while the fair value for non-publicly traded
instruments is based upon estimates from a market maker and brokerage firm. As of March 31, 2012 and December 31, 20 II , the carrying
value of our debt was $2,956,649 and $3,013,974 , respectively; and the fair value approximated $3,192,636 and $3,506,546 , respectively .

Accumulated Other Comprehensive Income

Accumulated other comprehensive income of $15 is comprised of foreign currency translation adjustments related to our interest in
Sirius XM Canada. During the three months ended March 31, 2012 , we recorded a foreign currency translation adjustments loss of $56 . net of
tax of $35 .

Recent Accounting Pronoun cements

In May 2011, the FASS issued Accounting Standards Update No. 2011-04 , Amendments to Achieve Common Fair Value
Measurement and Disclosure Requirements in IJ.S. GAAP and International Financial Reportin g Standards (Topic H20)- Fair Value
Measurement CASU 2011-04") , to provide a consistent definition of fair value and ensure that the fair value measurement and disclosure
requirements are similar between U.S. GAAP and International Financial Reporting Standards. ASU 2011-04 changes certain fair value
measurement principles and enhances the diselosure requirements particularly for Level 3 fair value measurements. This standard is effective
for interim and annual periods beginning after December IS, 2011 and is applied on a prospective basis. We have adopted ASU 2011-04 and
the impact of adoption is not material to our unaudited consolidated financial statements.

In June 2011, the FASB issued Accounting Standards Update No. 20 I 1-05, Comprehensive Income (Topic 220), Presentation of
Comprehensive Income CASU 2011-05"), to require an entity to present the totIII of comprehensivc income , the components of net income,
and the components of other comprehensive income either in a single continuous statements of comprehensive income or in two separate but
consecutive statements. ASU 2011-05 eliminates the option to present the components of other comprehensive income as part of the statement
of equity . The standard does not change the items which must be reported in other comprehensive income, how such items are measured or
when the)' must be reclassified to net income. This standard is effective for interim and annual periods beginning after December 15,2011 and
is to be applied retrospectively . The FASB has deferred the requirement to present reclassification adjustments for each component of
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Income Taxes

Deferred income taxes represents the tax consequence related to temporary differences between the catty ing amount of assets and
liabilities for financial reporting purposes and thc amounts used for tax purposes at each reporting period, based on cnactcd tax laws and
statutory tax rates applicable to the periods in which the differences are expected to affect taxable income. A valuation allowance is recognized
when, based on the weight of all available evidence, it is considered more likely than not that all, or some portion, of the deferred tax assets will
not be realized. Income tax expense is the sum of current income tax plus the change in deferred tax assets and liabilities.

As of March 31, 2012 and December 31, 2011, we maintained a full valuation allowance against our deferred tax assets due to our
historical accumulated pre-tax losses.

ASC 740, Income Taxes, requires a company to first detamine whether it is inore-likely-than-not that a tax position will be sustained
based on its technical merits as of the reporting date, assuming that taxing authorities will examine the position and have full knowledge of all
relevant information. A tax position that meets this more-likely-than-not threshold is then measured and recognized at the largest amount of
benefit that is greater than fifty percent likely to be realized upon effective settlement with a taxing authority. Changes in recognition or
measurement are reflected in the period in which the change in judgment occurs. We record interest and penalties related to uncertain tax
positions in income tax expense in our unaudited consolidated statements of comprehensive income.

We report revenues net of any tax assessed by a governmental authority that is both imposed on, and concurrent with, a specific
revenue-producing transaction between a seller and a customer in our unaudited consolidated statements of comprehensive income.

Fair Value nfFinancial Instruments

The fair value for publicly traded instruments is determined using quoted market prices while the fair value for non-publicly traded
instruments is based upon estimates from a market maker and brokerage firm. As of March 31, 2012 and December 31, 2011, the canying
value of our debt was $2,956,649 and $3,013,974, respectively; and the fair value approximated $3,192,636 and $3,506,546, respectively.

Accumulated Other Comprehensive Income

Accumulated other comprehensive income of $ 15 is comprised of foreign currency translation adjustments related to our interest in
Sirius XM Canada. During the three months ended Match 31, 2012, we recorded a foreign currency translation adjustments loss of $56, net of
tax of $35.

Recent A ccounting Pronouncements

ln May 2011, the FASH issued Accounting Standards Update No. 2011-04, Amendments to Achieve Common Fair Value
Measurement and Disclosure Requirements in II.S. GAAP and International Financial Reporting Standards (Topic 820) — Fair Value
Measurement ("ASU 2011-04"), to provide a consistent definition of fair value and ensure that the fair value measurement and disclosure
requirements are similar between U.S. GAAP and International Financial Reporting Standards. ASIJ 2011-04 changes certain fair value
measureinent principles and erihances the disclosure requirements particularly for Level 3 fair value ineasureuients. This standard is effective
for interim and annual periods beginning after December 15, 2011 and is applied on a prospective basis. We have adopted ASU 2011-04 and
the impact of adoption is not material to our unaudited consolidated financial statements.

In June 2011, the FASH issued Accounting Standards Update No. 2011-05, Comprchcnsivc Income (Topic 220), Presentation of
Comprehensive Income ("ASU 2011-05"), to require an entity to present the total of comprehensive income, the components of net income,
and the components of other comprehensive income either in a single continuous statements of comprehensive income or in two separate but
consecutive statements. ASU 2011-05 eliminates the option to present the components of other comprehensive income as part of the statement
of equity. The standard does not change the items which must be reported in other comprehensive income, how such items are measured or
when they must be reclassified to net income. This standard is effective for interim and annual periods beginning after December 15, 2011 and
is to be applied retiospectively. The FASH has deferred the requirement to present reclassiflcation adjustments for each component of



Table of Contents
SIRIUS XM RADIO INC. AND SUBSIDIA RIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - Cont inued
(Dollar amo unts in tho usands, unless otherwise stated)

mulated other comprehensive income in both net income and other comprehensive income. Companies are required to either present
amounts reclassified out of other comprehensive income on the face of the financial statements or disclose those amounts in the notes to the
financial statements. During the deferral period , there is no requirement to separately present or disclose the reclassification adjustments into
net income, The effective date of this deferral will be consistent with the effective date of the ASU 20 II-OS. Wc have adopted ASU 2011-05
and disclosed comprehensive income in our unaudited consolidated statements of comprehensive income and note that this guidance only
affects fmancial statement presentation only and has no impact on our results of unaudited consolidated financial statements.

(3) Earnings per Share

Basic net income per common share is calculated using the weighted average common shares outstanding during each reporting
period. Diluted net income per common share adjusts the weighted average common shares outstanding for the potential dilution that could
occur if common stock equivalents (convertible debt and preferred stock, warrants, stock options, restricted stock and restricted stock units)
were exercised or converted into common stock, calculated using the treasury stock method. For the three months ended March 31, 2012 and
2011 , common stock equivalents of approximately 443,764 ,000 and 587,254,000 , resp ectively, were excluded from the calculation of diluted
net income per common share as the effect would have heen anti-di lutive ,

(in thousands. except per share data)

Net income

Average common shares outstanding-basic

Dilutive effect of equity instruments

Average common shares outstanding-diluted

Net income per common share

Basic

Diluted

For th e T hree Mont hs
F..nded l\fa~h 31,

2012 2011

$ 107,774 $ 78,121

3,767,443 3,735,136

2,770,285 2,746,248

6,537,728 6,481,384

$ 0.03 $ 0.02

$ 0.02 $ 0.01

(4) Accounts Reeelvable, net

Accounts receivable , net are stated at amounts due from customers net of an allowance for doubtful accounts . Our allowance for
doubtful accounts considers historical experience, the age of certain receivable balances, current economic conditions and other factors that
may affect the counterparty 's ability to pay.

Accounts receivab le, net, consists of the following :

:\tarch 31,
2012 Decembe r 31. 2011

Gross accounts receivable $ 119,310 $ 11 1,637

Allowance for doubtful accounts (10,975) (9.932)

Total accounts receivable , net $ 108,335 $ 101,705

Receivables from distributors include billed and unbilled amounts due from OEMs for radio services included in the sale or lease price
of vehicles, as well as billed amounts due from retailers. Receivables from distributors consist of the following :

Billed

Unbilled

Total

:\1arch 31.
2012 December 31, 2011

$ 52,426 $ 44,618

43,611 40,199

$ 96,037 $ 84,817
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ulated other comprehensive income in both net income and other comprehensive income. Companies are required to either present
amounts reclassified out of other comprehensive income on the face of the financial statements or disclose those amounts in the notes to the
financial statements. During the deferral period, there is no requirement to separately present or disclose the reclassification adjustments into
nct income. Thc cffcctivc date of this dcfcrral will bc consistent with thc cffcctivc date of thc ASU 2011-05. Wc have adopted ASU 2011OS
and disclosed comprehensive income in our unaudited consolidated statements of comprehensive income and note that this guidance only
affects financial statement presentation only and has no impact on our results of unaudited consolidated financial statements.

(3) Earnings per Share

Basic net income per common share is calculated using the weighted average common shares outstanding during each reporting
period. Diluted net income per common share adjusts the iveighted average common shares outstanding for the potential dilution that could
occur if conunon stock equivalents (convertible debt and preferred stock, warrants, stock options, restricted stock and restricted stock units)
were exercised or converted into common stock, calculated using the treasury stock method. For the three months ended March 31, 2012 and
2011, common stock equivalents of approximately 443,764,000 and 587354,000, res~tively, were excluded from the calculation of diluted
net income per common share as the effect would have been anti-dilutive.

(i n thaasands, accept per share data)

Net income

Average common shares outstanding-basic

Dilutive effect of equity instruments

Average common shares outstanding-diluted
W

Net income per common share

Basic

'ted

For the Three htonths
Fwtted March 31,

2012 2011

$ 107,774 $ 78,121

3,767,443 3,735,136

2,770+85, 2,746,248

6,537,728 6,481,384
I

$ 0.03 $ 0.02

$ 0.02 $ 0.01

(4) Accounts Receivable, net

Accounts receivable, net are stated at amounts due from customers net of an allowance for doubtful accounts. Our allowance for
doubtful accounts considers historical experience, the age of certain receivable balances, current economic conditions and other factors that
may affect the counterparty's ability to pay.

Accounts receivable, net, consists of the following:

Gross accounts receivable

Allowance for doubtful accounts

Total accounts receivable, net
Fl'

Vtnteh 31,
2012

119,310

(10,975)

108,335

December 31, 2011

$ 111,637

(9,932)

$ 101,705

Receivables from distributors include billed and unbilled amounts due from OEMs for radio services included in the sale or lease price
of vehicles, as weH as billed amounts due from retailers. Receivables from distributors consist of the following:

Billed

Unbilled

Total

March 31,
2012

52,426
43,611

96,037

December 31, 2011

$ 44,618

40,199

$ 84,817
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•

Inventory consists of finished goods, refurbished goods, chip sets and other raw material components used in manufacturing radios.
Inven tory is stated at the lower of cost, determined on a first-in, first-out basis, or market. We record an estimated allowance for inventory that
is considered slow moving, obsolete or whose carrying value is in excess of net rea lizable value. The provision related to products purchased
for resale in ou r direct to consumer distribution channel and components held for resale by us is reported as a component of Cost of equipment
in our una udi ted consolidated statements of comprehensive income. The provision re lated to inventory consumed in our OEM and retail
distribution channel is reported as a component of Subscriber acquisition costs in our unaudited consolidated statements of comprehensive
mcome .

Inven tory , net, consists of the following:

. 1arch 31,
2012 December 3 1, 2011

Raw materials $ 22,44 1 $ 24, 134

Finished goods 31,102 28,007

Allowance for obsolescence (16,752) (15 ,430)

Total inventory , net s 36 ,791 $ 36,711

(6) Goodwill

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and identifiable intangible assets
acquired in business combinations. We will perform an annual qualitative assessment as of October Ist of each year to determine if it is more
likely than not that the fair value is less than the carrying amount. An assessment is performed at other times if an event occurs or
circumstances change that would more likely than not reduce the fair value of the asset be low its carrying value.

As of March 31, 2012 , the re were no indicators of impairment and no impairment loss was record d for goodwill during the three
mon ths ended March 31, 2012 and 20 I I .

(7) Intangible Assets

Intangible assets consisted of the fo llowing:

larch 31, 2012 Deeembce 31, 20 11

G ross G ro
Welehted An rage CarT)i ng AttUmulated Net Carrying CarT)ing AttUmulated et CarT)"In£

Useful Liv es Vat It' mortbatlon Vatut' V. h,t' Amortb..tlon Valut'

Indefinite life intangible assets:

FCC licenses Indefinite S 2,083 ,654 s s 2,083,654 s 2,083,654 s S 2,083 ,654

Trademark Indefinite 250,000 250,000 250.000 250.000

Definite life intangibleassets:
Subscriber relationships 9 years 380000 (202,134) 177,866 380,000 (191 ,201) 188,799

Licensi ng agreements 9.1 years 78 ,897 (36 ,649) 42,248 78 ,897 (34 ,145) 44 ,752

Proprietary software 6 years 16,552 (11,941) 4 .611 16,552 (11,507) 5,045

Developed technology IOyears 2,000 (733) 1,267 2,000 (683) 1,317

Leasehold interests 7.4 years 132 (66) 66 132 (6 1) 7 1

Total intangible assets S 2,KII,235 s (251 ,523) s 2,55'J,712 s 2,KII,235 (237,5'J7) 2,573,63K

Indefinite Life Intangible Assets

We have identified our FCC licenses and the XM trademark as indefinite life intangible assets after considering the expected use of
the assets, the regulatory and eco nomic environment within which they are used and the effects of obsolescence on their use .
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(5) Inventory, net

Inventory consists of finished goocis, refurbished goods, chip sets and other raw material components used in manufacturing radios.
Inventory is stated at the lower of cost, determined on a first-in, first-out basis, or market. We record an estimated allowance for inventory that
is considered slow moving, obsolete or whose canying value is in excess of net realizable value. The provisio related lo products purchased
for resale in our direct to consumer distribution channel and components held for resale by us is reported as a component of Cost of equipment
in our unaudited consolidated statements of comprehensive income. The provision related to inventory consumed in our OEM and retail
distribution channel is reported as a component of Subscriber acquisition costs in our unaudited consolidated statements of comprchcnsivc
income.

Inventory, net, consists of the following:

Raw materials
Finished goods

Allowance for obsolescence

Total inventoty, net

March 31,
2012

22,441

31,102

(16,752)

36,791

December 31, 2011

$ 24,134

28,007

(15,430)

$ 36,711

(6) Goodwill

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and identifiable intangible assets
acquired in business combinations. We will perform an annual qualitative assessment as of October 1st of each year to determine if it is more
likely than not that the fair value is less than the carrying amount. An assessment is petformed at other times if an event occurs or
circumstances change that would more likely than not reduce the fair value of the asset below its canying value.

As of March 31, 2012, there were no indicators of impairment and no impairment loss was recorded for goodwill during the three
months cndcd March 31, 2012 and 2011 .

(7) Intangible Assets

Intangible assets consisted of the following:

Gross
Weighted Average Carrying

Useful Lives Valse

htamh 31, 2012

Accumulated
Amorthstioa

Net Carrying
Value

Gross
Carrying

Value

Dcccmbcr 31, 2011

hccmnulsted
Amorttrsttoa

Net Cartyhtg
Valne

Indefinite life intangible assets:

FCC licenses

Trademark~ ~
Definite life intangible assets:

Subscriber relationships

Licensing agrccmcnts
Proprictarv soAware

Developed technology

Leasehold interests IL.

Total intangible assets

4
Indefinite S 2,083,654
Indefinite ~ 250,000

9 years

9.1 years
I

6 years
10 years

7.4 years

380,000

78,897
16/52
2,000

132

S 2811/35 S

(202,134)

(36,649)
(»,941)

(733)

(66)

(251,523)

177,866

42/48
+ 4,6»

I +67
66

S 2,559,712

S — S ",083,654
250 000

S 2,083,654

2SO,OOO

S 2,083,654
250,000

380,000 (191~%1)+ 188,799

78,897 (34,145) 44,752

16,552 ~ (11,507) ~ 5,045

2,000 (683) 1/17
132 (61) 71-

S 2,811/35 S (237,597) S 2,573,638

Indefinite I iIe Intangible A ssets

Wc have identified our FCC licenses and the XM trademark as indefinite life intangible assets after considering thc cxpcctcd usc of
the assets, the regulatory and economic environment within which they are used and the effects of obsolescence on their use.
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•We hold FCC licenses to operate our satellite digital audio radio service and provide ancillary services. The followin g table outlines
thc years in which each of our licenses expires:

FCClkense Ex pll"llllon yea r

SIRIUS FM-I satellite 2017

SIRIUS FM-2 satellite 2017

SIRIUS FM-3 satellite 2017

SIRIUS FM-4 satellite (I ) 2017

SIRIUS FM-5 satellite 2017

SIRIUS FM-6 satellite (2)

XM- I satellite 2014

XM-2 satellite 2014

XM-3 satellite 20 13

XM-4 satellite 2014

XM-5 satellite 20 Ig

(I) In 2010 , we retired our FM-4 ground spare satellite. We still maintain the FCC license for this satellite.
(2) We hold an FCC license for our FM-6 satell ite, which wi ll expire eight years from when this satellite is launched and placed into operation.

Prior to expiration , we are required to apply for a renewal of our FCC licenses. The renewal and extension of our licenses is
reasonably certain at minimal cost , which is expensed as incurred . Each of the FCC licenses authorizes us to use the broadcast spectrum, which
is a renewable , reusable resource that does not deplete or exhaust over time.

In connection with the merger of our wholly owned subsidiary, Vernon Merger Corporation, with and into XM Satellite Radio •
Holdings Inc. in July 2008 (the "Merger"), $250,000 of the purchase price was allocated to the XM trademark. As of March 31, 20 12 , there
were no legal, regulatory or contractual limitat ions associated with the XM trademark.

Our annual impairment assessment of our indefinite intangible assets is performed as of October Ist of each year. An assessment is
made at other times if events or changes in circumstances indicate that these assets might be impaired. The impairment test consists of a
comparison of the fair value of the assets with its carrying value. If the carrying value of the intangible assets exceeds its fair value, an
impairment loss is recognized . As of March 31, 2012 , there were no indicators of impairment and no impairment loss was recorded for
intangible assets with indefinite lives during the three months ended March 31, 2012 and 20 I I .

Definite Life Intangible Assets

Subscriber relationships are amortized on an accelerated basis over 9 years, which reflects the estimated pattern in which the economic
benefits will be consumed. Other defin ite life intangible assets include certain licensing agreements, which are amortized over a weighted
average useful life of 9.I years on a straight-line basis.

Amortization expense for all definite life intangible assets was $13,926 and $15,303 for the three months ended March 3 1, 2012 and
20II , respectively . Expected amortiza tion expense for the remaining period in 2012 , each of the fiscal years 2013 through 20 16 and for
periods thereafter is as follows:

Year endln2 December 31,

20 12

2013
2014

2015

2016

Thereafter

Total definite life intangib les assets , net

10

$

$

Amount

39,739

47,357

38,879

37,553

31,959
30,571

226,058 •
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We hold FCC licenses to operate our satellite digital audio radio service and provide ancillary services. The following table outlines
thc years in which each of our liccnscs cxpircs:

FCC Ucenee Expiration year

2017

2017

2017

2017

2017

SIRIUS FM-I satellite

SIRIUS FM-2 satellite

SIRIUS FM-3 satellite M
SIRIUS FM-4 satellite (I)
SIRIUS FM-5 satellite M M
SIRIUS FM-6 satellite (2)
XM-1 satellite
XM-2 satellite

XM-3 satellite ~
XM-4 satellite
XM-5 satellite g'1)

In 2010, we retired our FM-4 ground spare satellite. We still maintain the FCC license for this satellite.

(2) We hold an FCC license for our FM-6 satellite, which vill expire eight years from when this satellite is launched and placed into operation.

2014

2014

2013

2014

2018

Prior to expiration, we are required to apply for a renewal of our FCC licenses. The renewal and extension of our licenses is
reasonably certain at minimal cost, which is expensed as incurred. Each of the FCC licenses authorizes us to use the broadcast spectrum, which
is a renewable, reusable resource that does not deplete or exhaust over time.

In connection with thc mcrgcr of our wholly owned subsidiary, Vernon Merger Corporation, with and into XM Satcllitc Radio
Holdings Inc. in July 2008 (the "Merger" ), $250,000 of the purchase price was allocated to the XM trademark. As of March 31, 2012, there
were no legal, regulatory or contractual limitations associated with the XM trademark.

Our annual impairment assessment of our indefinite intangible assets is performed as of October 1st of each year. An assessment is
made at other times if events or changes in circumstances indicate that these assets might be impaired. The impairment test consists of a
comparison of the fair value of the assets with its carrying value. If the carrying value of the intangible assets exceeds its fair value, an
impairment loss is recognized. As of March 31, 2012, there were no indicators of impairment and no impairment loss was recorded for
intangible assets with indefinite lives during the three months ended March 31, 2012 and 2011 .

Definite Life IntangibleAssets

Subscriber relationships are amortized on an accelerated basis over 9 years, which reflects the estimated pattern in which the economic
benefits will be consumed. Other definite life intangible assets include certain licensing agreements, which are amortized over a weighted
average useful life of 9.1 years on a straight-line basis.

Amortization expense for all definite life intangible assets was $ 13,926 and $ 15,303 for the three months ended March 31, 2012 and
2011, respectively. Expected amortization expense for the remaining period in 2012, each of the fiscal years 2013 through 2016 and for
periods thereafter is as follows:

Year ending December 31,

2012

2013
2014

2015

2016~i
Thereafter

Total definite life intangibles assets, net

Amount

$ 39,739
47,357
38,879

37,553

31,959
30,571

$ 226,058

10
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•(8) Subscriber Revenue

Subscriber revenue consists of subscription fees, revenue derived from agreements with certain daily rental fleet operators, activation
and other fees. Revenues received from OEMs for subscriptions included in the sale or lease price of vehicles nrc also included in subscriber
revenue over the service period.

Subscriber revenue consists of the following:

Subscri ption fees

Activation fees

Total subscriber revenue

For the Three Months
Ended March 31,

2012 2011

$ 696,298 $ 619,291

3,944 3,146

$ 700,242 $ 622,437

(9) Interest Costs

We capitalized a portion of the interest on funds borrowed to finance the construction costs of our FM-6 satellite and related launch
vehicle. We will continue to capitalize the interest until the launch of our FM-6 satellite. We also incur interest costs on all of our debt
instruments and on our satellite incentive agreements. The following is a summary of our interest costs:

Interest costs charged to expense

Interest costs capitalized

Total interest costs incurred

For the Three Month!
Ended March 31.

2012 2011

$ 76,971 $ 78,21

7,954 7,250

$ 84,925 $ 85,468

Included in interest costs incurred is non-cash interest expense, consisting of amortizat ion related to original issue discounts,
premiums and deferred financing fees of $10,647 and $9,573 for the three months ended March 31, 2012 and 20II , respectively.

(10) Property and Equipment

Property and equipment, net, consists of the following :

~llIrch 31. Decembe r 31,
2012 2011

Satellite system $ 1,943,537 $ 1,943,537

Terrestrial repeater network 110,335 112,440

Leasehold improvements 43,529 43,455

Broadcast studio equipment 54,218 53.903
Capitalized software and hardware 201,266 193,301

Satellite telemetry, tracking and contro l facilities 61,020 60,539

Furniture, fixtures, equipment and other 60,739 60,283

Land 38,411 38,411

Building 57,200 57,185

Construction in progress 385,300 372,508

Total property and equipment 2,955,555 2,935,562

Accumulated depreciation and amortization (1,309,945) (1,261,

Property and equipment, nct $ 1,645,6 10 $ 1,673,9I t
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(8) Subscriber Revenue

Subscriber revenue consists of subscription fccs, revenue derived from agrccmcnts with certain daily rental flee operators, activation
and other fees. Revenues received from OEMs for subscriptions included in the sale or lease price of vehicles are also included in subscriber
revenue over the service period.

Subscriber revenue consists of the following:

For the Three Montbs
Ended March 31,

Subscription fees

Activation fees

Total subscriber revenue

2012

696,298 $

3,944

700,242 $

2011

619,291

3,146

622,437

(9) Interest Costs

We capitalized a portion of the interest on funds borrowed to finance the construction costs of our FM-6 satellite and related launch
vehicle. We will continue to capitalize the interest until the launch of our FM-6 satellite. We also incur interest costs on all of our debt
instruments and on our satellite incentive agreements. The following is a summary of our interest costs:

For the Three Months
Ended March 31,

Interest costs charged to expense

Interest costs capitalized

Total interest costs incurred

2012

76,971, $

7,954

84,925 $

2011

78,21

7,250

85,468-

Included in interest costs incurred is non-cash interest expense, consisting of amortization related to original issue discounts,
premiums and deferred financing fees of $ 10,647 and $9,573 for the three months ended March 31, 2012 and 2011, respectively.

(10) Property and Equipment

Property and equipment, net, consists of the following:

Satellite system ~
Tcrrcstrial ri~ater network

Leasehold improvements
Broadcast studio equipment
Capitalized software and hardware

Satellite telemetry, tracking and control facilities

Furniture, fixtures, equipment and other
Land
13uilding

Construction in progress
Total property and equipment

Accumulated depreciation and amortization

Property and cquipmcnt, nct

31areh 31,
2012

$ ~ 1,943,537 $

110/35

~, 43,529
54,218

~ 201366
61,020

60,739 ~
38,411

57,200

385300

2,955,555
(1,309,945)

$ 1,645,610 $

December 31,
2011

I 1,943,537

112,440

fj 43,455

53,903
193,301

60,539~ 60,283
38,411

57,185

372,508

2,935,562

(1,261,

1,673,91
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•Construc tion in progress consists of the following:

March 3], Decembe r 3],
2012 20ll

Satelli te system s 352 ,597 $ 343 ,932

Terrestrial repeater network 18,586 19,194

Other 14,1 17 9,382

Construction in progress s 385,300 $ 372 ,508

Depreciation and amortization expense on property and equipment was $52,191 and $53 ,097 for the three months ended March 31,
20 12 and 201 1 , respectively,

Satellites

Wc currently own a fleet of nine orhi ting satell ites. The chart below provides certain information on these satellites:

FM-I

FM-2

FM-3

FM-5

XM-I

XM-2

XM-3

XM-4

XM-S

Satellite Designation Year Delivered

2000

2000

2000

2009

200 1

2001

2005

2006

2010

Estimated En d of
Depnd abl e Life

2013

2013

2015

2024

2013

20

20

2021

2025

We own four orbi ting satellites for use in the Sirius system. We own five orbiting sate llites for use in the XM system. Four of these
satelli tes were manufactured by Boeing Satellite Systems International and five were manufactured by Space SystemsILoral.

During the three months ended March 31, 2012 and 20 II , we capitalized expenditures, including interest, of $ 8,665 and $ 28,815 ,
respectively, related to the construction of our FM -6 satellite and related launch vehicle.

(11) Related Party Transactions

We had the following related party balances at Marc h 3 1, 20 12 and December 31,2011 :

Related party current assets
Related party lon g-lenn Related party current Related party lon g-tern,

Related party lon g-tenn debt
assets lIabllltirs lIabilltirs

fardl31 , December H , March 31, Dtumber 31, Much 31, Deeember H , Mardi 31, Dtumber31 , March31, Dtumber31,
2011 2011 2011 2011 20U 2011 2812 20 11 20U 2011

Liberty S s s 1,122 s 1,212 S 10,46 1 s 9,722 s s 329,576 S 328,788Media

Sirius
XM 6,503 14,702 53,107 53,741 6,080 4,580 21,048 21,741
Cana da

To tal $ 6,503 s 14,702 s 54,229 s 54,953 S 16,541 s 14,302 s 21,048 s 2 1,74 1 s 329.576 S 328,788

Liberty Media

In Feb ruary 2009, we entered into an Investment Agreement (the "Investment Agreement") with an affiliate of Liberty Media
Corporation, Liberty Radio , LLC (co llec tively, "Liberty Media"). Pursuant to the Investment Agreement, in March 2009

12
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Construction in progress consists of the following:

Satellite system

Terrestrial repeater network

Other~
Construction in progress

March 31,
2012

352,597 $

18,586

14,117

385,300 $

December 31,
2011

343,932

19,194

9,382

372,508

Depreciation and amortization expense on property and equipment was $52,191 and $53,097 for the three months ended March 31,
2012 and 2011, respectively.

Satellites

We currently own a flee of nine orbiting satellites. The chart below provides certain information on these satcllitcs:

FM-1

FM-2

FM-3

FM-5
XM-1

XM-2

XM-3
XM-4

XM-5 ~

Satctute Desi tptstion

m ~ m

Year Dcavcred

2000

2000
2000

2009
2001

2001

2005

2006

2010

Estimated End of
Depreciable Life

2013

2013
I'015

2024

2013

20

20

2021

2025

We own four orbiting satellites for use in the Sirius system. We own five orbiting satellites for use in the XM systein. Four of these
satellites were manufactured by Boeing Satellite Systems International and five were manufactured by Space Systems/Lorak

During the three months ended Match 31, 2012 and 2011, we capitalized expenditures, including interest, of $ 8,665 and $ 28,815,
respectively, related to the construction of our FM-6 satellite and related launch vehicle.

(11) Related Party Transactions

We had the following related party balances at March 31, 2012 and December 31, 2011:

Related party current assets Related party Iona-term
assets

Related party current
BabiBBes

Rdstrd ps y I~a-term Rg ted rty to 1

March 31,
2012

Liberty
Media

Sirius
XM 6/03
Canada

Total $ 6,503

December 31,
2011

htarch 31,
2012

December 31,
2011

March 31,
2012

December 31,
2011

S 10,461 S 9,722

htarch 31,
2a12

S

December 3 1,
2011

htarch 31,
2012

December 31,
201 1

$ — S 329,576 S 328,788

14,702 53,107 53,741 6,080 4,580 21,048 21,74]

$ 14,702 $ 54/29 $ 54,953 S 16~ 1 $ 14/02 S 21,048 $ 21,741 $ 329,576 S 328,788

Liberty Media

In February 2009, we entered into an Investment Agreement (the "Investment Agreement") with an affiliate of Liberty Media
Corporation, Liberty Radio, LLC (collectively, "Liberty Media"). Pursuant to the Investment Agreement, in March 2009

12
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we issued to Liberty Radio, LLC 12,500,000 shares of our Convertible Perpetual Preferred Stock, Series B-1 (the " Series B Preferred StOCk'.
with a liquidation preference of $0.00 I per share in partial consideration for certain loan investments. Liberty Media has representative s on our
board of directors. The Series B Preferred Stock is convertible into 2,586 ,976 ,000 shares of common stock . Liberty Media Corporation has
filed with the Federal Communications Commission an application for consent to transfer de/acto control of Sirius XM. Wc have filed a
petition to dismiss or deny such application. Liberty Media's application was not filed in connection with a transaction between Liberty Media
and us.

Liberty Media has advised us that as of March 31, 2012 and December 31, 20 II , respectively, it owned the following :

Marth 31, December 31,
2012 2011

8.75% Senior Notes due 20 I5 $ 150,000 $ 150,000
9.75% Senior Secured Notes due 2015 50,000 50,000

13% Senior Notes due 2013 76,000 76,000

7% Exchangeable Senior Subordinated Notes due 2014 11,000 11 ,000

7.625% Senior Notes due 2018 50,000 50,000

Total principal debt 337,000 337,000

Less : discounts 7,424 8,212

Total carrying value debt $ 329,576 $ 328,788

As of March 31, 2012 and December 31,2011 , we recorded $10 ,461 and $9,722 , respectively , related to accrued interest with
Liberty Media to Related party current liabilities. We recognized Interest expense associated with debt held by Liberty Media of $8,994 and
$8,933 for the three months ended March 31, 20 12 and 20 II , respectively.

Sirius XM Canada

In June 2011 , Canadian Satellite Radio Holdings Inc. ("CSR"), the parent company of XM Canada, and Sirius Canada completed a •
transaction to combine their operations ("the Canada Merger"). As a result of the Canada Merger, Sirius Canada became a wholly-owned
subsidiary of CSR. The combined company operates as Sirius XM Canada. We own
approximately 46,700,000 Class A shares of CSR, representing a 38.0% equity interest and a 25.00.!o voting interest, and hold a non -interest
bearing note of $410 issued by CSR.

We also hold an investment in Cdn $4,000 face value of 8% convertible unsecured subordinated debentures issued by CSR , for which
the embedded conversion feature is bifurcated from the host contract. The host contract is accounted for at fair value as an available-for-sale
security with changes in fair value recorded to Accumulated other comprehensive income (los s), net of tax. The embedded conversion feature
is accounted for at fair value as a derivative with changes in fair value recorded in earnings as Interest and investment loss. As of March 3 1,
2012 , the carrying values of the host contract and embedded derivative related to our investment in the debentures was $3,638 and $13 ,
respectively . As of December 31, 20 II , the carrying values of the host contract and embedded derivative related to our investment in the
debentures was $3,490 and $0 , respectively. The carrying values of the host contract and emhedded derivative arc recorded in Related party
long-term assets.

Our interest in Sirius XM Canada is accounted for under the equity method. The excess of the cost of our ownership interest in the
equity of Sirius XM Canada over our share of the net assets is recognized as goodwill and intangible assets and is included in the carryin g
amount of our investment. Equity method goodwill is not amortized. We periodically evaluate this investment to determine if there has been an
other than temporary decline below carrying value. Equity method intangible assets are amortized over their respective useful lives, which is
recorded in Interest and investment loss . As of March 31, 2012 , our investment balance in Sirius XM Canada was approximately $44,631 ,
$28,763 of which represents equity method goodwi ll and intangible assets, and was recorded in Related party long-term assets , As of
December 31, 20 I I , our investment balance in Sirius XM Canada was approximately $45,061 , $28 ,589 of which represented equity method
goodwill and intangible assets , and was recorded in Related party long-term assets .

We provide Sirius XM Canada with chip sets and other services and we are reimbursed for these costs. As of March 31, 2012 and
December 31, 20 II amounts due for these costs totaled $4,504 and $7,404 , respectively , and is reported as Related party current assets .
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we issued to Liberty Radio. LLC 12,500,000 shares of our Convertible Perpetual Preferred Stock, Series B-1 (the "Series B Ptuferred Stock
with a liquidation preference of $0.001 per share in partial consideration for certain loan investments. Liberty Media has representatives on our
board of director@ The Series B Prefemxl Stock is convertible into 2,586,976,000 shares ofcommon stock. Liberty Media Coiporation has
filed with thc Fcdcral Communications Commission an application for consent to transfer defacto control of Sirius XM. Wc have filed a
petition to dismiss or deny such application. Liberty Media's application was not filed in connection with a transaction between Liberty Media
and us.

Liberty Media has advised us that as of March 31, 2012 and December 31, 2011, respectively, it owned the following:

8.75% Senior Notes due 2015

9.75% Senior Scented Notes due 2015
13'Yo Senior Notes due 2013 „-

7% Exchangeable Senior Subordinated Notes duc 2014

7.625% Senior Notes due 2018~
Total principal debt

Less: discounts ti'

Total caiiying value debt

Mlnh 31,
2012

$ 150,000

50,000

76,000
11,000

50,000

337,000

7,424

$ 329/76

Decenher 31,
2011

150,000

50,000

76,000

11,000

50,000

337,000
8,212

328,788

As of March 31, 2012 and December 31, 2011, we recorded $10,461 and $9,722, respectively, related to accrued interest with
Liberty Media to Related party cutrent liabilities. We recognized Interest expense associated with debt held by Liberty Media of $8,994 and
$8,933 for the three months ended March 31, 2012 and 2011, respectively.

Sirius XM Canada

In June 2011, Canadian Satellite Radio Holdings Inc. ("CSR"), the parent company of XM Canada, and Sirius Canada completed a
transaction to combine their operations ("the Canada Merger"). As a result of the Canada Merger, Sirius Canada became a wholly-owned
subsidiary of CSR. The combined company operates as Sirius XM Canada We own
approximately 46,700,000 Class A shares of CSR, representing a 38.0% equity interest and a 25.0% voting interest, and hold a non-interest
bearing note of $410 issued by CSR.

We also hold an investment in Cdn $4,000 face value of 8'Yo convertible unsecured subordinated debentures issued by CSR, for which
the embedded conversion feature is bifurcated from the host contract. The host contract is accounted for at fair value as an available-for-sale
security with changes in fair value recorded to Accumulated other comprehensive income (loss), net of tax. The embedded conversion feature
is accounted for at fair value as a derivative with changes in fair value rccordcd in earnings as Intcrcst and invcstmcnt loss. As of Match 31,
2012, the cartying values of the host contract and embedded derivative related to our investment in the debentures was $3,638 and $ 13,
respectively. As ofDecember 31, 2011, the cattying values of the host contract and embedded derivative related to our investment in the
debentures was $3,490 and $0, respectively. The canying values of the host contract and cmbcddcd derivative arc recorded in Rclatcd party
long-term assets.

Our interest in Sirius XM Canada is accounted for under the equity method. The excess of the cost of our ownership interest in the
equity of Sirius XM Canada over our share of the net assets is recognized as goodwill and intangible assets and is included in the carrying
amount of our invcstmcnt. Equity method goodwill is not amortized. Wc periodically cvaluatc this invcstmcnt to dctciminc if there has been an
other than temporary decline below carrying value. Equity method intangible assets are amortized over their respective useful lives, which is
recorded in Interest and investment loss. As of March 31, 2012, our investment balance in Sirius XM Canada was approximately $44,631,
$28,763 of which represents equity method goodwill and intangible assets, and was recorded in Related party long-term assets. As of
December 31, 2011, our investment balance in Sirius XM Canada was approximately $45,061, $28,589 of which represented equity method
goodwill and intangible assets, and was recorded in Related party long-term assets.

We provide Sirius XM Canada with chip sets and other services and we are reimbursed for these costs. As of March 31, 2012 and
December 31, 2011 amounts due for these costs totaled $4,504 and $7.404, respectively, and is reported as Related party current assets.
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• As of March 31, 20 I~ , ~ounts due from Sirius XM Canada also included $6,4 14 attributable to deferred programmi~~ costs and
accrued interest, $4,415 of which IS reported as Related party long-term assets. As of December 31,2011 , amounts due from Sirius XM
Canada included $7,280 attributable to deferred programming costs and accrued interest, $4,780 of which was reported as Related party long
term assets.

As of March 31, 2012 and December 31,2011 , the amounts due to Sirius XM Canada totaled $3,305 and $1,804 , respectively, and is
reported as Related party current liabilities.

We recorded the following revenue from Sirius XM Canada as Other revenue in our consolidated statements of comprehensive
income:

For the Three Months
Ended March 31,

2012

Royalty income

Amortization of Sirius XM Canada deferred income

Licensing fee revenue

Advertising reimbursements

Total revenue from Sirius XM Canada

$

$

7,465

694

1,500

4 17

10,076

Our share of nel earnings or losses of Sirius XM Canada are recorded to Interest and investment loss in our consolidated statements of
comprehensive income on a one month lag. Our share of Sirius XM Canada 's net loss was $1,645 for the three months ended March 31, 2012 .
We recorded amortization expense of $(173) related to the equity method intangible assets for three months ended March 31, 2012 .

Sirius Canada

•
We had an equity interest of 49% in Sirius Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada

osed.

In 2005, we entered into a license and services agreement with Sirius Canada. Pursuant to such agreement, we are reimbursed for
certain costs incurred to provide Sirius Canada service, including certain costs incurred for the production and distribution of radios, as well as
information technology support costs . In consideration for the right'! granted pursuant to this license and services agreement, we have the right
to receive a royalty equal to a percentage of Sirius Canada 's gross revenues based on subscriber levels (ranging between 5% to 15% ) and the
number of Canadian-specific channels made available to Sirius Canada.

We recorded the following revenue from Sirius Canada. Royalty income is included in other revenue and dividend income is included
in Interest and investment loss in our consolidated statements of comprehensive income:

For the Three Months
Ended March 3 1,

2011

Royalty income

Dividend income

Total revenue from Sirius Canada

$

$

4,470

238

4,708

Receivables from royalty and dividend income were utilized to absorb a portion of our share of net losses generated by Sirius Canada.
Total costs that have been reimbursed by Sirius Canada were $2,490 for the three months ended March 31, 20 II . .

Our share of net earnings or losses of Sirius Canada was recorded to Interest and investment loss in our consolidated statements of
comprehensive income on a one month lag. Our share of Sirius Canada 's net loss was $4,458 for the three months ended March 31, 2011 . The
payments received from Sirius Canada in excess of carrying value were $2,880 for the three months ended March 31, 2011 .

14

Table of Contents
SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - Continued
(DolLtr amounts in thousands, unless otherwise stated)

As of March 31, 2012, amounts due from Sirius XM Canada also included $6,414 attributable to deferred programming costs and
accrued interest, $4,415 of which is reported as Related party long-term assets. As of December 31, 2011, amounts due from Sirius XM
Canada included $7380 attributable to deferred programming costs and accrued interest, $4,780 of which was reported as Related party long-
tcrm assets.

As of March 31. 2012 and December 31, 2011, the amounts due to Sirius XM Canada totaled $3,305 and $1,804, respectively, and is
reported as Related party current liabilities.

income:
We recorded the following revenue from Sirius XM Canada as Other revenue in our consolidated statements of comprehensive

Royalty income

Amortization of Sirius XM Canada deferred income

Licensing fee revenue

Advertising reimbursements

Total revenue from Sirius XM Canada

$

For the Three Months
Ended htateh 31,

2012

7,465

694

1,500

417

10,076

Our share of net earnings or losses of Sirius XM Canada are recorded to Interest and investment loss in our consolidated statements of
comprehensive income on a one month lag. Our share of Sirius XM Canada's net loss was $1,645 for the three months ended March 31, 2012 .

We recorded amortization expense of $(173) related to the equity method intangible assets for three months ended March 31, 2012 .

Sirius Canada

We had an equity interest of 49%a in Sirius Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada

In 2005, we entered into a license and services agreement with Sirius Canada. Pursuant to such agreement, we are reimbursed for
certain costs incurred to provide Sirius Canada service, including certain costs incurred for the production and distribution of radios, as well as
information technology support costs. In consideration for the rights granted pursuant to this liccnsc and services agrecmcnt, wc have thc right
to receive a royalty equal to a percentage of Sirius Canada's gross revenues based on subscriber levels (ranging between 5% to 15% ) and the
number of Canadian-specific channels made available to Sirius Canada.

We recorded the following revenue from Sirius Canada. Royalty income is included in other revenue and dividend income is included
in Interest and investment loss in our consolidated statements of comprehensive income:

Royalty income

Dividend income

Total revenue from Sirius Canada

For the Three Months
Ended March 31,

2011

4,470

238

4,708

Receivables from royalty and dividend income were utilized to absorb a portion of our share of net lomes generated by Sirius Canada.
Total costs that have been reimbursed by Sirius Canada were $2,490 for the three months ended March 31, 2011 .

Our share of net earnings or losses of Sirius Canada was recorded to Interest and invesunent loss in our consolidated statements of
comprehensive income on a one month lag. Our share of Sirius Canada's net loss was $4,458 for the three months ended March 31, 2011 . The
payments received from Sirius Canada in excess of carrying value were $2,880 for the three months ended March 31, 2011 .
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•XMCanada

We had an equity interest of 21.5% in XM Canada until June 21,201 1 when the transaction between XM Canada and Sirius Canada
closed .

In 2005, XM entered into agreements to provide XM Canada with the right to offer XM satellite radio service in Canada . The
agreements have an initial ten year term and Xlvi Canada has the unilateral option to extend the agreements for an additional five year tenn. We
receive a 15% royalty for all subscriber fees earned by XM Canada each month for its basic service and an activation fee for each gross
activation of an XM Canad a subscriber on XM 's system, Sirius XM Canada is obligated to pay us a total of $70,300 for the rights to broadcast
and market National I lockey League ("NIIL") games for a ten year term. We recognize these payments on a gross basis as a principal obligor
pursuant to the provisions of ASC 605, Revenue Recognition . The estimated fair value of deferred revenue from XM Canada as of the Merger
date was approxim ately $34,000 , which is amortized on a straig ht-line basis through 2020, the end of the expected term of the agreements . As
of March 31, 20 I2 and December 31, 20 II , the carryi ng value of deferred revenue related to this agreement was $23,823 and $24,517 ,
respect ively.

The Cdn $45,000 standby credit facility we extended to XM Canada was paid and terminated as a result of the Canada Merger. We
received $38,8 15 in cash upon payment of this facility . As a result of the repayment of the credit facility and completion of the Canada Merger,
we released a $15,649 valuation allowance related to the absorption of our share of the net loss from our investment in XM Canada as of
June 21, 2011.

We recorded the following revenue from XM Canada as Other revenue in our consolidated statements of comprehensive income :

For the Three Months
Ended Mlln- h 31,

2011

Amortiza tion of XM Canada deferred income

Subscriber and activation fee roya lties

Licensing fee revenue

Advertising reimbursements

Total revenue from XM Canada

$

$

6
2,623

1,500

417

5,234

Our share of net earnings or losses of XM Canada is recorded 10 Interest and investment loss in our consolidated statements of
comprehensive income on a one month lag. Our share ofXM Canada's net loss was $2,053 for the three months ended March 31, 2011 .

(12) Investments

Long Term Restricted Investments

Restricted inves tments relate to reimbursement obliga tions under letters of credit issued for the benefit of lessors of office space. As of
March 31,2012 and December 31,2011 , our Long-term restricted investments were $ 3,973 .

15
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XM Canada

We had an equity interest of 21.5% in XM Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed.

In 2005, XM entered into agreements to provide XM Canada with the right to offer XM satellite radio service in Canada. The
agreements have an initial ten year term and XM Canada has the unilateral option to extend the agreements for an additional five year term. We
receive a 15% royalty for all subscriber fees earned by XM Canada each month for its basic service and an activation fee for each gross
activation of an XM Canada subscriber on XM's sg stem. Sirius XM Canada is obligated to pay us a total oi'70,300 for the rights to broadcast
and market National I lockey League ("M IL") games for a ten year term. We recognize these payments on a gmss basis as a principal obligor
pursuant to the provisions ofASC 605, Revenue Recognition. The estimated fair value of deferred revenue from XM Canada as of the Merger
date was approximately $34,000, which is amortized on a straight-line basis through 2020, the end of the expected term of the agreements. As
of March 31, 2012 and December 31, 2011, the cartying value of deferred revenue related to this agreement was $23,823 and $24,517,
respectively.

The Cdn $45,000 standby credit facility we extended to XM Canada was paid and terminated as a result of the Canada Merger. We
received $38,815 in cash upon payment of this facility. As a result of the repayment of the credit facility and completion of the Canada Merger,
we released a $ 15,649 valuation allowance related to the absorption of our share of the net loss from our investment in XM Canada as of
June 21, 2011.

We recorded the following revenue from XM Canada as Other revenue in our consolidated statements of comprehensive income:

Amortization of XM Canada deferred income

Subscriber and activation fee royalties
Licensing fee revenue

Advertising reimbursements
r'otal revenue from XM Canada

For the Three Months
Fnded Match 31,

201 1~6
2,623

" 1,500

417

5,234

Our share ol'et earnings or losses of XM Canada is recorded to Interest and investment loss in our consolidated statements of
comprehensive income on a one month lag. Our share of XM Canada's net loss was $2,053 for the three months ended March 31, 2011 .

(12) Investments

Long Term Restricted Investments

Restricted investments relate to reimbursement obligations under letters of credit issued for the benefit of lessors ofoffice space. As of
March 31, 2012 and December 31, 2011, our Long-term restricted investments were $ 3,973 .
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•(13) Debt

Our debt consists of the following:

8.75% Senior Notes due 2015 (a)

T.es s: discount

9.75% Senior Secured Notes due 2015 (b)

Less : discount

13% Senior Notes due 2013 (c)

Less: discount

7% Exchangeable Senior Subordinated Notes due 2014 (d)

Less: discount

7.625% Senior Notes due 2018 (e)

Less: discount

Other debt:

Capital leases

Total debt

Less: total current maturities non-related party

Tota l long-tenn

Less: related party

tal long-term, excluding related party

Con vers ion
Pri ce .'tan:h 31. D« ember 31•

(pe r ha re ) 2012 2011

N/A 800,000 800,000

(9, 102) (9,753)

N/A 224,428 257,000

(6,886) (8,356)

N/A 744,246 778,500

(32,438) (39.504)

$ 1.875 550,000 550,000

(5,513) (5,956)

N/A 700,000 700.000

(10,595) (10,898)

N/A 2,509 2,941

2,956,649 3,013,974

1,540 1,623

2,955,109 3,012,351

329,576 328,788

$ 2,625,533 $ 2,683,563

(a) 8.75% Senior Notes due 2015

In March 2010, we issued $800,000 aggregate principal amount of 8.75% Senior Notes due 2015 (the " 8.75% Notes"). Interest is
payable semi-annually in arrears on April 1 and October I of each year at a rate of 8.75% per annum. The 8.75% Notes mature on April I,
2015. The 8.75% Notes were issued for $786,000 , resulting in an aggregate original issuance discount of $14,000 . Substantially all of our
domestic wholly-owned subsidiaries guarantee our obligations under the 8.75% Notes on a senior unsecured basis.

(b) 9.75% Senior Secured Notes due 2015

In August 2009, we issued $257,000 aggregate principal amount of9.75% Senior Secured Notes due September 1,2015 (the " 9.75%
Notes"). Interest is payable semi-annuall y in arrears on March I and September I of each year at a rate of 9.75% per annum. The 9.75% Notes
were issued for $244,292 , resulting in an aggregate original issuance discount of $12,708 . Substantially all of our domestic wholly-owned
subsidiaries guarantee our obligations under the 9.75% Notes. The 9.75% Notes and related guarantees are secured by first -priority liens on
substantially all of our assets and the assets of the guarantors.

In March 2012, we purchased $32,572 in aggregate principal amount of the 9.75% Notes . $9.500 of which was settled in April 2012.
The aggregate purchase price for these 9,75% Notes was $35,565 inclusive of accrued interest. We recogn ized an aggregate loss on
extingui shment of these 9.75% Notes of $3,778 , consisting primarily of unamortized discount, deferred financing fees and repayment
premium, to Loss on extinguishment of debt and credit facilities , net, for the three months ended March 31,2012 .

(c) 13% Senior Notes due 2013

In July 2008, we issued $778,500 aggregate principal amount of 13% Senior Notes due 2013 (the " 13% Notes"). Interest is payab le
semi-annually in arrears on February I and August I of each year at a rate of I3% per annum. The 13% Notes mature on August I , 2013 .

• stantially all of our domestic wholIy-owned subsidiaries guarantee our obligations under
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3) Debt

Our debt consists of the following:

8.75% Senior Notes due 2015 (a)
I.ess: discount

9.75% Senior Secured Notes due 2015 (b)
Less: discount

13% Senior Notes due 2013 (c)
Less: discount

7% Exchangeable Senior Subordinated Notes due 2014 (d)
Less: discount

7.625% Senior Notes due 2018 (e)
Less: discount

Other debt:

Capital leases

Total debt

Less: total current maturities non-related party
'T

Total long-term

Less: related party

1 long-term, excluding related party

Conversion
Prtce

(per share)

N/A

N/A

N/A

1.875

N/A

N/A

3tarah 31,
2012

800,000 . „

(9,102)
224,428 ~

(6,886)
744/46 Q
(32,438)
550,000

(5,513)
700,000

(10,595)

2,509

2,956,649
1,540

2,955,109
329376

2,625,533

December 31,
2011

800,000

(9,753)
257,000

(8,356)
778,500

(39,504)
550,000

(5,956)
700,000

(10,898)

k
2,941

3,013,974

1,623

3,012,351

328,788

$ 2,683,563

(a) 8. 75% Senior Notes due 2015

In March 2010, we issued $800,000 aggregate principal amount of 8.75% Senior Notes due 2015 (the" 8.75% Notes"). Interest is
payable semi-annually in arrears on April 1 and October I of each year at a rate of 8.75% per annum. The 8.75% Notes mature on April 1,

2015 . The 8.75% Notes were issued for $786,000, resulting in an aggregate original issuance discount of $ 14,000 . Substantially all of our
domestic wholly-owned subsidiaries guarantee our obligations under the 8.75% Notes on a senior unsecured basis.

P) 9.75% Senior Secured Notes due 2015

In August 2009, we issued $257,000 aggregate principal amount of 9.75% Senior Secured Notes due September 1, 2015 (the " 9.75%
Notes"). Interest is payable semi-annually in arrears on March I and September I of each year at a rate of 9.75% per annum. The 9.75% Notes
were issued for $244,292, resulting in an aggregate original issuance discount of $ 12,708 . Substantially all of our domestic wholly-owned
subsidiaries guarantee our obligations under the 9.75% Notes. The 9.75% Notes and related guarantees are secured by first-priority liens on
substantially all of our assets and the assets of the guarantors.

In March 2012, we purchased $32,572 in aggregate principal amount of the 9.75% Notes, $9,500 of which was settled in April 2012.
The aggregate purchase price for these 9.75% Notes was $35,565 inclusive of accrued interest. We recognized an aggregate loss on
extinguishment of these 9.75% Notes of $3,778, consisting primarily of unamortized discount, deferred financing fees and repayment
premium, to Loss on extinguishment of debt and credit facilities, net, for the three months ended March 31, 2012 .

(c) 13% Senior Notes due 2013

In July 2008, we issued $778,500 aggregate principal amount of 13% Senior Notes due 2013 (the" 13% Notes"). Interest is payable
semi-annually in arrears on February I and August I of each year at a rate of 13% per annum. The 13% Notes mature on August I, 2013 .

ally all of our domestic wholly-owned subsidiaries guarantee our obligations under
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the 13% Notes.

In March 2012, we purchased $34,254 in aggrega te principal amount of the 13% Notes. The aggregate purchase price for these 13%
Notes was $39,610 inclusive of accrued interest. We recognized an aggregate loss on extinguishment on these 13% Notes of $6,193 , consisting
primarily of unamortized discount , deferred financing fees and repayment premium , to Loss on extinguishment of debt and credit facilities, net,
for the three months ended March 31, 2012 .

(d) 7% Exchangeable Senior Subordinated Notes due 2014

In August 2008, we issued $550,000 aggregate principal amount of7% Exchangeable Senior Subordinated Notes due 20 14 (the
"Exchangeable Notes"). The Exchangeable Notes are senior subordinated obligations and rank junior in right of payment to our existing and
future senior debt and equally in right of payment with our existing and future senior su bordinated debt. Substantially all of our domestic
wholly -owned subsidiaries have guaranteed the Exchangeable Notes on a senior subordinated basis.

Intere st is payah1esemi-annually in arrears on June 1 and December 1 of each year at a rate of 7% per annum. The Exchangeable
Notes mature on December 1,2014 . The Exchangeable Notes are exchangeable at any time at the option of the holder into shares of our
common stock at an initial exchange rate of 533.3333 shares of common stock per $1,000 principal amount of Exchangeable Notes, which is
equivalent to an approximate exchange price of $1.875 per share of common stock. Although our st ock price was greater than the exchange
price during the three months ended Murch 31, 2012 , the common stock reserved for exchange in connection with the Exchangeable Notes
were considered to be anti-dilutive in our calculation of diluted net income per common share.

(e) 7.625% Senior Notes due 2018

In October 2010, we issued $700,000 aggregate principal amount of 7.625% Senior Notes due 2018 (the " 7.625% Notes"). Interest is
payable semi-annually in arrears on May 1 and November 1 of each year at a rate of 7.625% per annum . The 7.625% Notes mature on
November 1, 2018 . Substantially all of our domestic wholly-owned subsidiaries guarantee our obligations under the 7.625% Notes.

Retired Debt Instruments

3.25% Convertible Notes due 2011 •
In February 2011, we purchased $94,148 of our then outstanding 3.25% Convertible Notes due 20 11 (the" 3.25% Notes") at prices

between 100.75% and 100.94% of the princ ipal amount plus acerucd interest . We recognized a loss on extinguishment of deht for the 3.25%
Notes of $1,079 for the three month s ended March 31,2011 , which consi sted primarily of cash premium s paid, unamortized discount and
deferred financing fees . The remainder of the 3.25% Notes were paid upon maturity in the fourth quarter of 20 II .

11.25% Senior Secured Notes due 2013

In January 20 II , we purchased the remaining portion of our outstanding 11.25% Senior Secured Notes due 20 13 for an aggregate
purchase priee of $40,376 . A loss from extingu ishment of debt of $4,915 associated with this purchase was recorded during the three months
ended March 31, 2011 .

Covenants and Restrictions

Our debt generally requires compliance with certain covenants that restrict our ability to, amon g other things, (i) incur additional
indebtedness unless our consolidated leverage would be no greater than 6.0 times consolidated operating cash flow after the incurrence of the
indebtedness , (ii) incur liens, (iii) pay dividends or make certain other restricted payments, investments or acquisitions, (iv) enter into certain
transactions with affiliates, (v) merge or consolidate with another person , (vi) sell, assign , lease or otherwise dispose of all or substantially all
of our assets, and (vii) make voluntary prepayments of certain debt , in each case subject to exceptions.

Under our debt agreements, the following generally constitute an event of default : (i) a default in the payment of
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the 13'/o Notes.

In March 2012, we purchased $34,254 in aggregate principal amount of the 13'/o Notes. The aggregate purchase price for these 13'/o

Notes was $39,610 inclusive of accrued intcrcst. Wc rccognizcd an aggrcgatc loss on cxtinguishmcnt on thcsc 13/o Notes of $6,193, consisting
primarily of unamortized discount, deferred financing fees and repayment premium, to Loss on extinguishment of debt and credit facilities, net,
for the three months ended March 31, 2012 .

(d) 7o/o Exchangeable Senior SubordinatedNotes due 2014

In August 2008, we issued $550,000 aggregate principal amount of 7'/o Exchangeable Senior Subordinated Notes due 2014 (the
"Exchangeable Notes"). The Exchangeable Notes are senior subordinated obligations and rank junior in right of payment to our existing and
future senior debt and equally in right of payment with our existing and future senior subordinated debt. Substantially all of our domestic
wholly-owned subsidiaries have guaranteed the Exchangeable Notes on a senior subordinated basis.

Interest is payable semi-annually in arrears on June 1 and December 1 of each year at a rate of 7'/o per annum. The Exchangeable
Notes mature on December I, 2014 . The Exchangeable Notes are exchangeable at any time at the option of the holder into shares of our
common stock at an initial exchange rate of 533.3333 shares of common stock per $ 1,000 principal amount of Exchangeable Notes, which is
equivalent to an approximate exchange price of $ 1.875 per share of conmion stock. Although our stock price was greater than the exchange
price during the three months ended March 31, 2012, the common stock reserved for exchange in connection with the Exchangeable Notes
were considered to be anti-dilutive in our calculation of diluted net income per common share.

(e) 7.625/o Senior Notes due 2018

In October 2010, we issued $700,000 aggregate principal amount of 7.625'/o Senior Notes due 2018 (the " 7.625'/o Notes"). Interest is
payable semi-annually in arrears on May I and November I of each year at a rate of 7.625'/o per annum. 1'he 7.625'/o Notes mature on
November 1, 2018 . Substantially all of our domestic wholly-owned subsidiaries guarantee our obligations under the 7.625'/o Notes.

Retired Debt Instruments

3.25/o Convertible Notes due 201 1

In February 2011, we purchased $94,148 of our then outstanding 3.25'/o Convertible Notes due 2011 (the " 3.25'/o Notes" ) at prices
between 100.75/o and 100.94/o of the principal amount plus accrued interest. We recognized a loss on cxtinguishmcnt of debt for thc 3.25/o
Notes of $ 1,079 for the three months ended March 31, 2011, which consisted primarily of cash premiums paid, unamortized discount and
deferred financing fees. The remainder of the 3.25'/o Notes were paid upon maturity in the fourth quarter of 2011.

11.25o/o Senior Secured Notes due 2013

In January 2011, we purchased the remaining portion ofour outstanding 11.25'/o Senior Secured Notes due 2013 for an aggregate
purchase price of $40,376 . A loss from exunguishment of debt of $4,915 associated with this purchase was recorded during the three months
ended March 31, 2011 .

Covenants and Restrictions

Our debt generally requires compliance with certain covenants that restrict our ability to, among other things, (i) incur additional
indebtedness unless our consolidated leverage would be no greater than 6.0 times consolidated operating cash flow after the incurrence of the
indebtedness, (ii) incur liens, (iii) pay dividends or make certain other restricted payments, investments or acquisitions, (iv) enter into certain
transactions with affiliates, (v) merge or consolidate with another person, (vi) sell, assign, lcasc or otherwise dispose of all or substantially all
of our assets, and (vii) make voluntary prepayments of certain debt, in each case subject to exceptions.

Under our debt agreements, the following generally constitute an event of default: (i) a default in the payment of
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. est; (ii) a default in the payment of principal ; (iii) failure to comp ly with covenants; (iv) failure to pay other indebtedness after final
maturity or acceleration of other indebtedness exceeding a specified amount ; (v) certain events of bankruptcy; (vi) a judgment for payment of
money exceeding a specified aggregate amount ; and (vii) voidance of subsidiary guarantees, subject to grace periods where applicable . If an
event of default oceurs and is continuing, our debt could become immediately due and payable.

At Mareh 31, 2012 , we were in compliance with our debt covenants.

(14) Stockholders' Equity

Common Stock, par value $0.001 per share

We were authorized to issue up to 9,000,000,000 shares of common stock as of March 31, 2012 and December 31, 2011 . There were
3,788,755,725 and 3,753,201,929 shares of common stock issued and outstand ing as of March 31, 2012 and December 31, 2011 , respectively.

As of March 31, 2012 , approximately 3,303,857,000 shares of common stock were reserved for issuance in connection with
outstanding convertible debt, preferred stock, warrants, incentive stock awards and common stock to be granted to third parties upon
satisfaction of performance targets.

To facilitate the offering of the Exchangeable Notes , we entered into share lending agreements with Morgan Stanley Capital Services
Inc. ("MS") and UBS AG London Branch ("DBS") in July 2008, under which we loaned MS and UBS an aggregate of 262,400,000 shares of
our common stock in exchange for a fee of $0.00 I per share . During the third quarter of 2009 , MS returned to us 60,000,000 shares of our
common stock borrowed . In October 2011, MS and UBS returned the remaining 202,400,000 shares loaned. The returned shares were retired
upon receipt and removed from outstanding common stock . The share lending agreements have heen terminated. Under GAAP, the horrowed
shares were not considered outstanding for the purpose of computing and reporting our net income (loss) per common share.

We recorded interest expense related to the amortization of the costs associated with the share lending arrangement and other issuance
s of $2,982 and $2,690 , respectively, for the three months ended March 31. 2012 and 2011 . As of March 31, 2012 , the unamortized
nee of the debt issuance costs \ as $37,072 , with $36,331 recorded in deferred financing fees, net, and $741 recorded in Long-term related

party assets . As of December 31, 2011 , the unamortized balance of the debt issuance costs was $40,054 , with $39,253 recorded in deferred
financing fees, net, and $801 recorded in Long-term related party assets. These costs will continue to be amortized until the debt is terminated.

In January 2004, Sirius Satellite Radio Inc. signed a seven-year agreement with a sports programming provider which expired in
February 2011. Upon execut ion of this agreement, Sirius delivered 15,173,070 shares of common stock valued at $40,967 to that programming
provider. These shares of common stock were subject to transfer restrictions which lapsed over time. We recognized share-based payment
expense associated with these shares of $1,568 in the three months ended March 31, 2011 .

Pref erred Stock, par value $0.001 per share

We were authorized to issue up to 50,000,000 shares ofundesignated preferred stock as of March 31, 2012 and December 31,2011 .
There were no shares of Series A Convertible Preferred Stock ("Series A Preferred Stock") issued and outstanding as of March 31, 2012 and
December 31,2011 .

There were 12,500,000 shares of Series B Preferred Stock issued and outstanding as of March 31, 2012 and December 31, 2011 . The
Series B Preferred Stock is convertible into shares of our common stock at the rate of 206.9581409 shares of common stock for each share of
Series B Preferred Stock, representing approximately 40010 of our outstanding shares of common stock (after giving effect to such conversion).
As the holder of the Series B Preferred Stock, Liberty Radio LLC is entitled to a number of votes equal to the number of shares of our common
stock into which such shares of Series B Preferred Stock are convertible. Liberty Radio LLC will also receive dividends and distributions
ratably with our common stock, on an as-converted basis. With respect to dividend rights, the Series B Preferred Stock ranks evenly with our
common stock and each other class or series of our equity securities not expressly provided as ranking senior to the Series 13 Preferred Stock.
With respect to liquidation rights , the Series B Preferred Stock ranks evenly with each other class or series of our equity securities not
expressly provided as ranking senior to the Series B Preferred Stock, and ranks senior to our common stock.

18

Table of Contents
SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - Continued
(Dollar amounts in thousands, unless otherwise stated)

(ii) a default in the payment of principal; (iii) failure to comply with covenants; (iv) failuie to pay other indebtedness alter final
maturity or acceleration ofother indebtedness exceeding a specified amount; (v) certain events of bankruptcy; (vi) a judgment for payment of
money exceeding a specified aggregate amount; and (vii) voidance of subsidiary guarantees, subject to grace periods where applicable. If an
cvcnt of default occurs and is continuing, our debt could bccomc immcdiatcly duc and payablc.

At March 31, 2012, we were in compliance with our debt covenants.

(14) Stockholders'quity

Common Stock, par value SO.OOI per shura

We were authorized to issue up to 9,000,000,000 shares of common stock as of March 31, 2012 and December 31, 2011 . There were
3,788,755,725 and 3,753/01,929 shares of common stock issued and outstanding as of March 31, 2012 and December 31, 2011, respectively.

As of March 31, 2012, approximately 3,303,857,000 shares of common stock were reserved for issuance in connection with
outstanding convertible debt, preferred stock, warrants, incentive stock awards and common stock to be granted to third parties upon
satisfaction of performance targets.

To facilitate the offering of the Exchangeable Notes, we entered into share lending agreements with Morgan Stanley Capital Services
Inc. ("MS") and UBS AG London Branch ("UBS") in July 2008, under which we loaned MS and UBS an aggregate of 262,400,000 shares of
our common stock in exchange for a fee of $0.001 per share. During the third quarter of 2009, MS returned to us 60,000.000 shares of our
common stock borrowed. In October 2011, MS and UBS returned the remaining 202,400,000 shares loaned. The returned shares were retired
upon receipt and removed fmm outstanding common stock The share lending agreements have been terminated. Under GAAP, the borrowed
shares were not considered outstanding for the purpose of computing and reporting our net income (loss) per common share.

We m:orded interest expense related tu the amortization of ihe costs associated with the share lending arrangement and other issuance
of $2,982 and $2,690, respectively, for the three months ended March 31. 2012 snd 2011. As of March 31, 2012, the unamortized

of the debt issuance costs was $37,072, with $36,331 iecorded in deferred financing fees, net, snd $741 recorcied in Long-term related
party assets. As of December 31. 2011, the unamortized balance of the debt issuance costs was $40,054, with $39,253 recorded in deferred
financing fees, net, and $801 recorded in Long-term related party assets. These costs will continue to be amortized until the debt is terminated.

In January 2004, Sirius Satellite Radio lnc. signed a seven-year agreement with a sports programming provider which expired in
February 2011. Upon execution of this agreement, Sirius delivered 15,173,070 shares of common stock valued at $40,967 to that programming
provider. These shares of common stock were subject to transfer restrictions which lapsed over time. We recognized share-based payment
expense associated with these shares of $1,568 in the three months ended March 31, 2011 .

Preferred Stock, pur value SO.OOI per shura

We were authorized to issue up to 50,000,000 shares ofundesignated preferred stock as ofMarch 31, 2012 and December 31, 2011 .

There were no shares of Series A Convertible Preferred Stock ("Series A Prefened Stock") issued and outstanding as ofMarch 31, 2012 and
December 31, 2011.

There were 12,500,000 shares of Series B Preferred Stock issued and outstanding as ofMarch 31, 2012 and December 31, 2011 . The
Series B Preferred Stock is convertible into shares ofour common stock at the rate of 206.9581409 shares of common stock for each share of
Series B Preferred Stock. representing approximately 40% of our outstanding shares of common stock (alter giving effect to such conversion).
As the holder of the Series B Preferred Stock, Liberty Radio LLC is entitled to a number of votes equal to the number of shares of our common
stock into which such shares of Series B Preferred Stock are convertible. Liberty Radio LLC will also receive dividends and distributions
ratably with our common stock, on an as-convcrtcd basis. With rcspcct to dividend rights, thc Scrics B Picfcrrcd Stock ranks cvcnly with our
common stock and each other class or series ofour equity securities not expressly provided as ranking senior to the Series B Preferred Stock
With respect to liquidation righty the Series B Preferred Stock ranks evenly with each other class or scrics ofour equity securities not
expressly provided as ranking senior to the Series B Preferred Stock, and ranks senior to our common stock.
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•We have issued warrants to purchase shares of common stock in connection with distribution, programming and satellite purchase
agreements. As of March 31, 20 12 and December 31, 2011 , approximately 22,506,000 warrants to acquire an equal numbcrof shares of
common stock were outstanding and fully vested. These warrants expire at various times through 2015. At March 31, 2012 and December 31,
20 I I , the weighted average exercise price of outstanding warrants was $2 .63 per share. We did not incur warrant related expenses during the
three months ended March 31, 2012 and 2011 .

In February 2011 , Daimler AG exercised 16,500.000 warrants to purchase shares of common stock on a net settlement basis. resulting
in the issuance of 7,122,951 shares of our common stock.

(15) Benefits Plans

We recognized share-based payment expense of $14 ,951 and $11 .288 for the three months ended March 31, 2012 and 20 II ,
respectively . We did not realize any income tax benefits from share-based benefits plans during the three months ended March 31. 2012 and
2011 as a result of the full valuation allowance that is main tained for substantially all net deferred tax assets.

2009 Long-Term Stock In centive Plan

In May 2009, our stockholders approved the Sirius XM Radio Inc . 2009 Long-Term Stock Incentive Plan (the "2009 Plan ").
Employees, consultants and members of our board of directors are eligible to receive awards under the 2009 Plan. The 2009 Plan provides for
the grant of stock options, restricted stock, restricted stock units and other stock-based awards that the compensation committee of our board of
directors may deem appropriate. Vesting and other terms of stock-based awards are set forth in the agreements with the individuals receiving
the awards. Stock-based awards granted under the 2009 Plan are generally subject to a vesting requirement. Stock-based awards generally
expire ten years from the date of grant. Each restricted stock unit entitles the holder to receive one share of common stock upon vesting. As of
March 31,2012 , appruximately 199,061,000 shares uf common stuck wen: available fur future grants under the 2009 Plan .

Other Plan s

We maintain four other share-based benefit plans - the XM 2007 Stock Incentive Plan, the Amended and Restated Sirius atellit e
Rad io 2003 Long-Term Stock Incentive Plan , the XM 1998 Shares Award Plan and the XM Talent Option Plan. No further award s may be
made under these plans. Outstanding awards under these plans continue to vest.

The following table summarizes the weighted-average assumptions used to compute the fair value of options granted to employees
and members of our board of directors:

•
For the Three Months

EIldt-d MalTl. 3 1,

2012

Risk-free interest rate

Expected life of options - years

Expected stock price volati lity

Expected dividend yiel d

0.8%

5.34

57%

0%

There were no options granted to employees and members of our board of directors during the three months ended Mareh 31, 20 II .

There were nu options granted to third parties during the three months ended March 31, 20 12 and 20 I I .
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IYarrants

We have issued warrants to purchase shares of common stock in connection with distribution, programming and satellite purchase
agrccmcnts. As of March 31, 2012 and Dcccmbcr 31, 2011, approximately 22,506,000 warrants to acquirc an equal number of shares of
common stock were outstanding and fully vested. These warrants expire at various times through 2015. At March 31, 2012 and December 31,
2011, the weighted average exercise price of outstanding warrants was $2.63 per share. We did not incur wturant related expenses during the
three months ended March 31, 2012 and 2011 .

In February 2011, Daimler AG exercised 16,500,000 warrants to purchase shares of common stock on a net settlement basis, resulting
in the issuance of 7,122,951 shares of our common stock.

(15) Benefits Plans

We recognized share-based payment expense of $ 14,951 and $ 11,288 for the three months ended Matvh 31, 2012 and 2011,
respectively. We did not realize any income tax beneiits from share-based benefits plans during the three months ended March 31, 2012 and
2011 as a result of the full valuation allowance that is maintained for substantially all net deferred tax assets.

2009 Long-Term Slack Incentive Plan

In May 2009, our stockholders approved the Sirius XM Radio Inc. 2009 Long-Term Stock Incentive Plan (the "2009 Plan").
Employees, consultants and members of our board of directors are eligible to receive awards under the 2009 Plan. The 2009 Plan provides for
the grant of stock options, restricted stock, restricted stock units and other stock-based awards that the compensation committee of our board of
directors may deem appropriate. Vesting and other terms nf stock-based awards are set forth in the agreements with the individuals receiving
the awards. Stock-based awards granted under the 2009 Plan are generally subject to a vesting requirement. Stock-based awards generally
cxpirc ten years from thc date of grant. Fach restricted stock unit entitles the holder to rcccive one sharc of common stock upon vesting. As of
March 31, 2012, approximately 199,061,000 shares of common stock were available for future grants under ihe 2009 Plan.

Other Plans

We maintain four other share-based benefit plans — the XM 2007 Stock Incentive Plan, the Amended and Restated Sirius Satellite
Radio 2003 Long-Term Stock Incentive Plan, the XM 1998 Shares Award Plan and the XM Talent Option Plan. No further awards may be
made under these plans. Outstanding awards under these plans continue to vest.

The following table summarizes the weighted-average assumptions used to compute the fair value of options granted to employees
and members of our board of directors:

For the Three Months

Risk-free interest rate Q
Expected life of options — years
Expected stock price volatility

Expected dividend yield

Ended March 31,

2012

08%
5.34

57%

0

There were no options granted to employees and members of our board of directors during the three months ended March 31, 2011 .

There were no options tu anted to third parties during the three months ended March 31, 2012 and 2011 .
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•
The following table summarizes stock option activity under our share-based payment plans for the three months ended March 31.

12 (options in thousands):

Outstanding as of December 31,2011

Granted

Exercised

Forfeited, cancelled or expired

Outstanding as of March 31, 2012

Exerc isable, March 31, 20 12

Options

439,580 $

275 $

(34,955) $

(4,281) $

400,6 19 $

148,585 $

Wei ehted 
Avt'rag~

Exerelse
Price

1.25

2.04

0.65

2.67

1.29

1.78

W~i:hted-Avt'ru:e

Remaining
Cont ra ctu al Tenn

(Years)

6.00

4.20

$

$

Ag:reg ate
Intrinsic

Val ue

50 1,494

169,371

The weighted average grant date fair value of options granted during the three months ended March 31, 2012 was $1.02 . The total
intrinsic value of stock options exercised during the three months ended March 31, 20 12 and 2011 was $52,274 and $2,099 , respectively .

We recogni zed share-based payment expense associated with stock options of $13,643 and $9,977 for the three months ended
March 31, 2012 and 2011 , respectively.

The following table summarizes the nonvested restricted stock and restricted stock uni t activity under our share-based payment plans
for the three months ended March 31, 2012 (awards in thousands):

Weighted-Averng e
G runt Dat e Fair

Value

nvested, December 31,2011

ranted

Vested restricted stock

Vested restricted stock units

Forfeited

Nonvested, March 31, 2012

421

421

$

$

$

$

$

$

1.46

1.46

The outstanding nonvested shares of restricted stock represent shares issued to members of the board of directors as part of our former
director compensation program. These shares will vest on the first anniversary of the date the person ceases to be a directo r.

The weighted average grant date fair value of restricted stock units granted during the three months ended March 31,2012 and 20 11
was $0 as no shares were granted in the periods. The total intrinsic value of restricted stock and restricted stock units that vested during the
years ended March 31, 2012 and 2011 was $0 and $3,085 , respectively.

We recognized share-based payment expense associated with restricted stock units and shares of restricted stock of $0 and $542 for
the three months ended March 31, 2012 and 20 II , respectively.

Total unrecogn ized compensation costs related to unvested share-based payment awards for stock options and restricted stock units
and shares granted to employees and members of our board of directors at March 31, 2012 and December 31, 2011 , net of estimated
forfeitures, was $115,786 and $129 ,983 , respecti vely. The tota l unrecognized compensation costs at March 31, 2012 are expected to be
recognized over a weighted-average period of three years .

401(k) Sa vings Plan

We sponsor the Sirius XM Radio 40 I(k) Savings Plan (the "Sirius XM Plan") for eligible employees.
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The following table summarizes stock option activity under our share-based payment plans for the three months ended March 31,
12 (options in thousands):

Outstanding as of December 31, 2011

Granted
Exercised

Forfeited, cancelled or expired

Outstanding as of March 31, 2012

Exercisable, March 31, 2012

Options

439,580
275

(34,955)

(4,281)

400,619

$

$

$

$

$

Weighted-
Average
Exercise

Price

1.25

2.04
0.65

2.67

1.29

148,585 $ 1.78

Weighted-Average
Remaining

Contractual Term
(Years)

Aggregate
Intrhrsic

Value

6.00 $ 501,494

4.20 $ 169,371

The weighted average grant date fair value of options granted during the three months ended March 31, 2012 was $1.02 . The total
intrinsic value of stock options exercised during the three months ended March 31, 2012 and 2011 was $52/74 and $2,099, respectively.

We recognized share-based payment expense associated with stock options of $ 13,643 and $9,977 for the three months ended
March 31, 2012 and 2011, respectively.

The following table summarizes the nonvested restricted stock and restricted stock unit activity under our share-based payment plans
for the three months ended March 31, 2012 (awards in thousands):

vested, December 31, 2011

ranted
Vested restricted stock

Vested restricted stock units
Forfeited

Nonvested, March 31, 2012

Avrards

421

421

Weighted-Average
Grant Date Fair

Value

$ ~ 1.46

$

$

$

$

$ 1.46

The outstanding nonvested shares of restricted ~dock represent shares issued to members of the board of directors as part of our former
director compensation program. These shares will vest on the first anniversary of the date the person ceases to be a director.

The weighted average grant date fair value of restricted stock units granted during the three months ended March 31, 2012 and 2011
was $0 as no shares were granted in the periods. The total intrinsic value of restricted stock and rcstrictcd stock units that vested during thc
years ended March 31, 2012 and 2011 was $0 and $3,085, respectively.

We recognized share-based payment expense associated with restricted stock units and shares of restricted stock of $0 and $542 for
the three months ended March 31, 2012 and 2011, reqrectively.

Total unrecognized compensation costs related to unvested share-based payment awards for stock options and restricted stock units
and shares granted to employees and members of our board of directors at March 31, 2012 and December 31, 2011, net of estimated
forfeitures, was $ 115,786 and $ 129,983, respectively. The total unrecognized compensation costs at March 31, 2012 are expected to be
recognized over a weighted-average period of three years.

4N(k) Savings Plan

We sponsor the Sirius XM Radio 401(k) Savings Plan (the "Sirius XM Plan") for eligible employees.
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Tho Sirius XM PI"" ,11m" eligible employees to voluntarily contribute from I% to 50'10 of their pre-tax eligible earnings subject t~
certain defined limits. We match 50% of an employee 's voluntary contributions, up to 6% of an employee 's pre-tax salary , in the form of
shares of common stock. Employer matching contributions under thc Sirius XM Plan vest at a rate of 33.33% for each year of employment and
are fully vested after three years of employment for all current and future contributions. Share-based payment expense resulting from the
matching contribution to the Sirius XM Plan was $1,308 and $769 for the three months ended March 31, 2012 and 2011 , respectively.

We may also elect to contribute to the profit sharing portion of the Sirius XM Plan based upon the total eligible compensation of
eligible participants. These additional contributions in the form of shares of common stock are determined by the compensation committee of
our board of directors. Employees are only eligible to receive profit-sharing contributions during any year in which they are employed on the
last day of the year. Currently, we do not plan to contribute to the profit sharing portion of the Sirius XM Plan in 2012. We did not contribute to
the profit sharing portion of the Sirius XM Plan in 2011.

(16) Commitments and Contingencies

The following table summarizes our expected contractual cash commitments as of March 31, 2012 :

2012 2013 2014 2015 2016 Th".......n"r Total

Long-term debt obligations $ 1,191 $ 745,382 $ 550,182 $ 1,024,428 $ $ 700 ,000 $ 3,021,183

Cash interest payments 221,328 280,579 183,759 110,257 53,375 106,750 956,048

Satellite and transmission 5,624 57,257 13,31 1 13,157 3,597 18,693 111,639

Programming and content 135,602 191,616 163,131 156,244 13,388 1,125 661 ,106
Marketing and distribution 35,957 22,692 17,450 12,129 8,685 3,192 100,105

Satellite incentive payments 7,758 11,864 12,flJ7 11,728 12,604 78,591 135,152

Operating lease obligations 26,501 32,333 27,005 29,378 19,033 195,416 329,666

Other 23,268 14,283 2,712 419 182 40,8

Total(l ) $ 457,229 $ 1,356,006 $ 970 ,157 $ 1,357,740 $ 110,864 $ 1,103 ,767 $ 5,355 ,76.)

(I) The table does not includeour reserve for uncertain tax positions. which at March 31,2012 totaledSI,537 , as the specific timingof any cash
paymentscannot be projected with reasonable certainty.

Long-term debt obligations. Long-term dcht obligations include principal payments on outstanding debt and capital lease obligations.
The chart above does not give effect to the purchase of $62,729 of our 13% Notes in April 2012 . Refer to Note 17.

Cash interest payments. Cash interest payments include interest due on outstanding debt and capital lease payments through maturity.
The chart above does not give effect to the purchase of $62,729 of our 13% Notes in April 2012 . Refer to Note 17.

Satellite and transmission. We have entered into agreements with third parties to operate and maintain the off-site satellite telemetry ,
tracking and control facilities and certain components of our terrestrial repeater networks. We have also entered into various agreements to
design and construct a satellite and related launch vehicle for use in our systems.

Programming and content. We have entered into various programming agreements. Under the terms of these agreements, our
obligations include fixed payments, advertising commitments and revenue sharing arrangements.

Marketing and distribution. We have entered into various marketing, sponsorship and distribution agreements to promote our brand
and are obligated to make payments to sponsors, retailers, automakers and radio manufacturers under these agreements. Certain programming
and content agreements also require us to purchase advertising on properties owned or controlled by the licensors. We also reimburse
automakers for certain engineering and development costs associated with the incorporation of satellite radios into vehicles they manufacture.
In addition, in the event certain new products arc not shipped by a distributor to its customers within 90 days of the distributor's receipt of
goods , we have agreed to purchase and take title to the product.
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The Sirius XM Plan allows eligible employees to voluntarily contribute from 1% to 50Ye of their pre-tax eligible earnings, subject to
certain defined limits. We match 5(y/e of an employee's voluntary contributions, up to 6% of an employee's pre-tax salary, in the form of
shares of common stock. Employer matching contributions under thc Sirius XM Plan vest at a rate of 33.33% for each year of cmploymcnt and
are fully vested after three years of employment for all current and future contributions. Share-based payment expense resulting from the
matching contribution to the Sirius XM Plan was $ 1,308 and $769 for the three months ended March 31, 2012 and 2011, respectively.

We may also elect to contribute to the profit sharing portion of the Sirius XM Plan based upon the total eligible compensation of
eligible participants. These additional contributions in the form of shares of common stock are determined by the compensation committee of
our board of directors. Employees are only eligible to receive profit-sharing contributions during any year in which they are employed on the
last day of the year. Currently, we do not plan to contribute to the profit sharing portion of the Sirius XM Plan in 2012. We did not contribute to
the profit sharing potion of the Sirius XM Plan in 2011.

(16) Commitments and Contingencies

The following table summarizes our expected contractual cash commitments as of March 31, 2012:

Long-term debt obligations $

Cash interest payments
Satellite and transmission

Programming and content

Marketing and distribution ~
Satellite incentive payments
Operating lease obligations

Other

Total(1) $
lli

2U12

1,191

221,328

5,624

135,602

35,957

7,758

26,501

23,268

457,229

2U13

$ 745,382

280,579

57,257

191,616

22,692

11,864

32,333

14,283

$ 1,356,006

2U14

$ 550,182

183,759

~ 13,311

163,131+ 17,450

12,607

27,005

2,712

$ 970,157

2U15

$ 1,024,428

110/57
13,157

156,244
12,129

11,728

29,378
419

$ 1,357,740

2II1 6

$

53,375

3,597

13,388

8,685

12,604

19,033

182

Tbereaner

$ 700,000

106,750

18,693

1,125

78,591

195,416

$ 110,864 $ 1,103,767

Total

$ 3,021,183
956,048

111,639

661,106
100,105

135,152

329,666

40,

$ 5,355,76

(1) The table does not inc!ude our reserve for uncertain tax positions, which at March 31,2012 totaled Sl/37, as the specific liming of any cash
payments cannot be projected with reasonable certainty.

Long-term debt obligations. Long-term debt obligations include principal payments on outstanding debt and capital lcasc obligations.
The chart above does not give effect to the purchase of $62,729 of our 13% Notes in Apiil 2012 . Refer to Note 17.

Cash interest payments. Cash interest payments include interest due on outstanding debt and capital lease payments through maturity.
The chart above does not give effect to the purchase of $62,729 of our 13% Notes in April 2012 . Refer to Note 17.

Satellite and transmission. We have entered into agreements with third parties to operate «nd maintain the off-site satellite telemetry,
tracking and control facilities and certain components of our terrestrial repeater networks. We have also entered into various agreements to
design and construct a satellite and related launch vehicle for use in our systems.

Programming and content. We have entered into various programming agreements. Under the terms of these agreements, our
obligations include fixed payments, advertising commitments and revenue sharing arrangements.

MarIceting and distribution. We have entered into various marketing, sponsorship and distribution agreements to promote our brand
and are obligated to make payments to sponsors, retailers, automakers and radio manufacturers under these agreements. Certain programming
and content agreements also require us to purchase advertising on properties owned or controlled by the licensors. We also reimburse
automakers for certain engineering and development costs associated with the incorporation of satellite radios into vehicles they manufacture.
In addition, in the event certain new products aie not shipped by a distributor to its customers within 90 days of the distributor's receipt of
goods, we have agreed to purchase and take title to the product.
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• Satellite incentive payments. Boeing Satellite Systems International. Inc.• the manufacturer of four of XM's in-orbit satellites. may be
entitled to future in-orbit performance payments with respect to two ofXM's satellites. As of March 31. 2012 , we have accrued $27.812
related to contingent in-orbit performance payments for XM-3 and XM-4 based on expected operating performance over their fifteen year
design life, Boeing may also be entitled to an additional $10,000 ifXM-4 continues to operate above baseline specifications during thc five
years beyond the satellite's fifteen -year design life.

Space SystemsILoral, may be entitled to future in-orbit performance payments. As of March 31, 2012 , we have accrued $10,216 and
$21,450 related to contingent performance payments for FM-5 and XM-5 , respectively, based on expected operating performance over their
fifteen-year design life.

Operating lease obligations. We have entered into cancelable and non-cancelable operati ng leases for office !>"]Jace, equipment and
terrestrial repea ters. These leases provide for minimum lease payments, additional operating expense charges, leasehold improvements and rent
escalations that have initial terms ranging from one to fifteen years, and certain leases that have options to renew. The effect of the rent
holidays and rent concessions are recogn ized on a straight-line basis over the lease term, includin g reasonably assured renewal periods.

Other. We have entered into various agreements with third parties for general operating purposes. In addition to the minim um
contractual cash commitments described above, we have entered into agreements with other variable cost arrangements. These future costs are
dependent upon many factors , including subscriber growth, and arc difficult to anticipate; however, these costs may be substantial. We may
enter into additional programming, distribution, marketing and other agreements that contain similar variab le cost provisions.

We do not have any other significant off-balance sheet financing arrangements that are reasonably likely to have a material effect on our
financial condition, results of operations, liquidity , capital expenditures or capital resources,

Legal Proceedings

In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including derivative actions;
.ons filed by subscribers, both on behalf of themselves and on a class action basis , and actions filed by former employees, parties to
tracts or leases , and owners of patents. trademarks, copyrights or other intellectual property . Our significant legal proceedings are discussed

under Item I, Legal Proceedings, in Part II , Other Information.

(17) Subsequent Events

Repurchase of13% Senior N otes due 1013

In April 2012 , we purchased $62 ,729 of the outstanding principa l balance of our 13% Notes. TIle aggregate purchase price of these
13% Notes was $73,616 , which is inclusive of accrued interest. We will recognize a loss on extinguishment of these 13% Notes of
approximately $1 1,000 , consisting primarily of unamortized deht , deferre d financing fees and repayment premium, in the second quarter.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSTS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

(All dollar amounts referenced in this Item 2 are in thousands, unless otherwise stated)

Special Note Regarding Forward-Looklng Statement'!

TIle following cautionary statements identify important factors that could cause our actual results to differ materially from those
projected in forward-looking statements made in this Quarterly Report on Form IO-Q and in other reports and documents published by us from
time to Lime. Any statements about our beliefs, plans, objectives, expectations, assumptions. future events or performance are not historical
facts and may be forward-looking. These statements are often, but not always , made through the use of words or phrases such as "will likely
result ," " are expected to," " will continue," "is anticipated," "es timated," " intend," "plan," "projection" and "outlook." Any forward-looking
statements are qualified in their entirety by reference to the factors discussed throughout this Quarterly Report on Form IO-Q and in other
reports and documents published by us from time to time, particularly the risk factors described under "Risk Factors" in Part I, Item IA of our
~lUal Report on
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Satellite incentivepayments. Boeing Satellite Systems International, Inc., the manufacturer of four of XM's inhibit sateHites, may be
entitled to future inwrbit performance payments with respect to two ofXM's satellites. As ofMarch 31, 201 2, we have accrued $27,812
related to contingent in-orbit performance payments for XM-3 and XM-4 based on expected operating perfonnance over their fifteen year
design life. Boeing may also bc cntitlcd to an additional $10,000 ifXM-4 continues to opcratc above basclinc specifications during thc five
years beyond the satellite's fiAeen -year design life.

Space Systems/Loral, may be entitled to future in-orbit performance payments. As of March 31, 201 2, we have accrued $10/16 and
$21,450 related to contingent performance payments for FM-5 and XM-5, respectively, based on expected operating performance over their
fifteen-year design life.

Operating lease obligations. We have entered into cancelable and non~celable operating leases for office space, equipment and
teaestrial repeaters. These leases provide for minimum lease payments, additional operating expense charges, leasehold improvements and rent
escalations that have initial terms ranging from one to fiAeen years, and certain leases that have options to renew. The effect of the rent
holidays and rent concessions are recognized on a straight-line basis over the lease term, including reasonably assured renewal periods.

Other. We have entered into various agreements with third parties for general operating purposes. In addition to the minimum
contractual cash commitments described above, we have entered into agreements with other variable cost arrangements. These future costs are
dependent upon many factors, including subscriber growth, and are difficult to anticipate; however, these costs may be substantiak We may
enter into additional programming, distribution, marketing and other agreements that contain similar variable cost provisions.

We do not have any other significant off-balance sheet financing arrangements that are reasonably likely to have a material effect on our
financial condition, results of operations, liquidity, capital expenditures or capital resources.

Legal Proceedings

In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including derivative actions;
'ons filed by subscribers, both on behalfof themselves and on a class action basis, and actions filed by former employees, parties to

or leases, and owners of patents, trademarks, copyrights or other intellectual property. Our significant legal proceedings are discussed
under Item I, Legal Proceedings, in Part II, Other Information.

(17) Subsequent Events

Repurchase of13A Senior Notes due 2013

In April 2012, we purchased $62,729 of the outstanding principal balance of our 13% Notes. The aggregate purchase price of these
13% Notes was $73,616, which is inclusive of accrued interest. We will recognize a loss on extinguishment of these 13% Notes of
approximately $11,600, consisting primarily ofunamortized debt, defened financing feei and repayment premium, in the second quarter.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

(A II dollar amounts referenced in this item 2 are in thousands, unless otherwise state@

Special Note Regarding Forward-Looking Statements

The following cautionary statements identify important factors that could cause our actual results to differ materially from those
projected in forward-looking statements made in this Quarterly Report on Form 10-Q and in other reports and documents published by us from
time to time. Any statements about our beliefs, plans, objectives, expectations, assumptions, future events or perl'oimance are not historical
facts and may be forward-looking. These statements are oAen, but not always, made through the use of words or phrases such as "will likely
result," "are expected to," "will continue," "is anticipated," "estimated," "intend," "plan," "projection" and "outlook." Any forward-looking
statements are qualified in their entirety by reference to the factors discussed throughout this Quarterly Report on Form 10+ and in other
reports and documents published by us from time to time, particularly the risk factors described under "Risk Factors" in Patt I, Item 1A ofour

ual Report on

22



Table Of Contents

Form 10-K for the year ended December 31,2011 and "Management' s Discussion and Analysis of Financial Condition and Results or
Operations" herein and in Part 11, Hem 7 of our Annual Report on Form IO-K for the year ended December 31, 20 II .

Among the significant factors that could cause our actual results to differ materially from those expressed in the forward-looking •
statements are:

we face substantial competition and that competition is likely to increase over time ;
our business depends in large part upon automakers;
general economic conditions can affect our business;
failure of our satellites would significantly damage our business;
our ability to attract and retain subscribers at a profitable level in the future is uncertain;
royalties for music rights may increase;
failure to comply with FCC requirements could damage our business;

the unfavorable outcome of pending or future litigation could have a material adverse effect;
rapid technological and industry changes could adversely impact our services;
failure of other third parties to perform could adversely affcet our business;
changes in consumer protection laws and their enforcement could damage our business;
interruption or failure of our information technology and communication systems could negatively impact our results and brand;
if we fail to protect the security of personal information about our customers, we could be subject to costly government enforcement
actions or private litigation and our reputation could suffer;
we may from time to time modify our business plan, and these changes could adversely affect us and our financial condition;

our substantial indebtedness could adversely affect our operations and could limit our ability to react or changes in the economy or our
industry;
our broadcast studios, terrestrial repeater networks, satellite uplink facilities or other ground facilities could bedamaged hy natural
catastrophes or terrorist activities;
electromagnetic interference from others could damage our business;
our business may be impaired by third-party intellectual property rights;
Liberty Media Corporation has significant influence over our business and affairs and its interest may differ from ours ; and
our net operating loss carryforwards could be substantially limited if we experience an ownership change as defined in the Internal •
Revenue Code.

Because the risk factors referred to above could cause actual results or outcomes to differ materially from those expressed in any
forward-looking statements made by us or on our behalf, you should not place undue reliance on any of these forward-looking statements. In
addition, any forward-looking statement speaks only as of the date on which it is made, and we undertake no obligation to update any forward
looking statement or statements to reflect events or circumstances after the date on which the statement is made , to reflect the occurrence of
unanticipated events or otherwise, New factors emerge from time to time, and it is not possible for us to predict which will arise or to assess
with any precision the impact of each factor on our business or the extent to which any factor, or combination of factors, may cause actual
results to differ materially from those contained in any forward-looking statements.

Execut ive Summary

We broadcast our music, sports, news, talk , entertainment, traffic and weather channels, as wel1 as infotainment services in the United
States on a subscription fee basis through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other
channels over the Internet, including through applications for mobile devices.

We have agreements with every major automakcr ("OEMs") to offer satcl1itc radios as factory- or dealer-installed equipment in their
vehicles. We also acquire subscribers through the sale and lease of previously owned vehicles with factory-installed satellite radios. We
distribute our satellite radios through retail locations nationwide and through our website. Satellite radio services are also offered to customers
of certain daily rental car companies.
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As of March 31, 2012 , we had 22,297 ,420 subscribers of which 18,208,090 were self-pay subscribers and 4,089,330 were paid
promotional subscribers. Our subscriber totals include subscribers under our regular pricing plans; discounted pricing plans; subscribers that
have prepaid, including payments either made or due from automakers and dealers for subscriptions included in the sale or lease price of a
vehicle; activated radios in daily rental fleet vehicles; certain subscribers to our Internet services; and certain subscribers to our Backseat TV,
data, traffic, and weather services.
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Form 10-K for thc year ended Dccembcr 31, 2011 and "Management's Discussion and Analysis of Financial Condition and Results or
Operations" herein and in Part ll, item 7 of our Annual Report on Form 10-K for the year ended December 31, 2011 .

Among the significant factors that could cause our actual results to differ materially from those expressed in the forward-looking
statements are:

we face substantial competition and that competition is likely to increase over time;
our business depends in large part upon automakers;
general economic conditions can affect our business;
failure of our satellites would significantly damage our business;
our ability to attract and retain subscribers at a profitable level in the future is uncertain;
royalties for music rights may increase;
failure to comply with FCC requirements could damage our business;
the unfavorable outcome of pending or future litigation could have a material adverse effect;
rapid technological and industry changes could adversely impact our senrices;
failure of other third parties to perform could adversely affect our business;
changes in consumer protection laws and their enforcement could damage our business;
interruption or failure of our information technology and communication systems could negatively impact our results and brand;
if we fail to protect the security of personal information about our customers, we could be subject to costly government enforcement
actions or private litigation and our reputation could suffer,
we may from time to time modify our business plan, and these changes could adversely affect us and our financial condition;
our substantial indebtedness could adversely affect our operations and could limit our ability to react or changes in the economy or our
lndustiy;
our broadcast studim, terrestrial repeater networks, satellite uplink facilitics or other ground facilities could bc damaged by natural
catastrophes or terrorist activities;
electromagnetic interference from others could damage our business;
our business may be impaired by third-party intellectual property rights;
Liberty Media Corporation has significant influence over our business and affairs and its interest may differ from ours; and
our net operating loss canyforwards could be substantially limited if we ex~ence an ownership change as defined in the Internal
Revenue Code.

Because the risk factors referred to above could cause actual results or outcomes to differ materially from those expressed in any
forward-looking statements made by us or on our behalf, you should not place undue reliance on any of these forward-looking statements. In
addition, any forward-looking statement speaks only as of the date on which it is made, and we undertake no obligation to update any forward-
looking statement or statements to reflect events or circumstances after the date on which the statement is made, to reflect the occurrence of
unanticipated events or otherwise. New factors emerge from time to time, and it is not possible for us to predict which will arise or to assess
with any precision the impact of each factor on our business or the extent to which any factor, or combination of factors, may cause actual
results to differ materially from those contained in any forward-looking statements.

Executive Summary

We broadcast our music, sports, news, talk, entertainment, traffic and weather channels, as well as infotainment services in the United
States on a subscription fee basis through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other
channels over the Internet, including through applications for mobile devices.

We have agrccmcnts with every major automakcr ("OEMs") to offe satellite radios as factory- or dcalcr-installed cquipmcnt in their
vehicles. We also acquire subscribers through the sale and lease ofpreviously owned vehicles with factory-installed satellite radios. We
distribute our satellite radios through retail locations nationwide and through our website. Satellite radio services are also offered to customers
of certain daily rental car companies.

As of March 31, 2012, we had 22,297,420 subscribers of which 18,208,090 were self-pay subscribers and 4,089,330 were paid
promotional subscribers. Our subscriber totals include subscribers under our regular pricing plans; discounted pricing plans; subscribers that
have prepaid, including payments either made or due from automakers and dealers for subscriptions included in the sale or lease price of a
vehicle; activated radios in daily rental fleet vehicles; certain subscribers to our Internet services; and certain subscribers to our Backseat TV,
data, traffic, and weather services.
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Our primary source of revenue is subscription fees , with most of our customers subscribing on an annual , semi-annual, quarterly or

~
thlY basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
orm. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non -music channels, the

irect sale of satellite radios, components and accessories, and other ancillary services, such as our Internet radio, Backseat TV, data, traffic,
and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and previously owned
vehicles. The length of these prepaid subscriptions varies, but is typically three to twelve months. In many cases, we receive subscription
payments from automakers in advance of the activation of our service. We also reimburse various automakers for certain costs associated with
satellite radios installed in their vehicles.

We also have an equity interest in the satellite radio services offered in Canada. Subscribers to the Sirius XM Canada service are not
included in our subscriber counL In June 20 II , Canadian Satellite Radio Ho ldings Inc . ("CSR"), the parent company of XM Canada, and Sirius
Canada completed a transaction to combine their operations (the "Canada Merger").

Results of Operation s

Set forth below are our results of operations for the three months ended March 31, 2012 compared with the three months ended
March 31, 2011 .

Unaudited

For the Three Months
Ended March 31, 2012 vs 2011 Change

2012 2011 Amount %

Revenue:

Subscriber revenue $ 700,242 $ 622,437 $ 77,805 13%

Advertising revenue, net of agency fees 18,670 16,558 2,112 13%

• Equipment revenue 16,953 15,867 1,086 7%

Other revenue 68 ,857 68 ,977 (120) -%

Total revenue 804 ,722 723 ,839 80,883 11%

Operating expenses:

Cost of services:

Revenue share and royalties 132,111 106,929 25,182 24%

Programming and content 70,095 72.959 (2.864) (4)%

Customer service and billing 66 ,187 65 ,836 351 1%

Satellite and transmission 18,110 18,560 (450) (2)%

Cost of equipment 5,806 6,405 (599) (9)%

Subscriber acquisition costs 116,121 105,270 10,851 10%

Sales and marketing 58,361 47 ,819 10,542 22%

Engineering, design and development 12,690 11,135 1,555 14%

General and administrative 59,886 56,354 3,532 6%

Depreciation and amortization 66,117 68,400 (2,283) (3)%

Total operating expenses 605,484 559.667 45 ,817 &%

Income from operations 199,238 164,172 35,066 21 %

Other income (expense):

Interest expense, net of amounts capitalized (76,971) (78,218) 1,247 2%

Loss on extinguishment of debt and credit facilities, net (9,971 ) (5,994) (3,977) (66)%

Interest and investment loss (1, 142) (1,884) 742 39%

Other (loss) income (578) 1,617 (2,195) (136)%

• Total other expense (88,662) (84,479) (4,183) (5)%

Income before income taxes 110,576 79,693 30,883 39%

Income tax expense (2,802) (1,572) (1,230) (78)%

Net income $ 107,774 $ 78,121 $ 29,653 38%
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Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
thly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
orm. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the

sale of satellite radios, components and accessories, and other ancillary services, such as our Internet radio, Backseat TV, data, traffic,
and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and previously owned
vehicles. The length of these prepaid subscriptions varies, but is typically three to twelve months. In many cases, we receive subscription
payments from automakers in advance of the activation of our service. We also reimburse various automakers for certain costs associated with
satellite radios installed in their vehicles.

We also have an equity interest in the satellite radio services offered in Canada. Subscribers to the Sirius XM Canada service are not
included in our subscriber counL In June 2011, Canadian Satellite Radio Holdings Inc. ("CSR"), the parent company of XM Canada, and Sirius
Canada completed a transaction to combine their operations (the "Canada Merger" ).

Results of Operations

Set forth below are our results of operations for the three months ended March 31, 2012 compared with the three months ended
March 31, 2011 .

Unaudited

For the Three Months
Ended March 31,

2012 2011

2012 vs 2011

Amount
Change

0/

Revenue:

Subscriber revenue

Advertising revenue, net oi agency 1'ees

Equipment revenue

Other revenue

Total revenue

Operating expenses:

Cost of services:

Revenue share and royalties

Programming and content

Customer service and billing
Satcllitc and transmission

Cost of equipment ~
Subscriber acquisition costs
Sales and marketing

Engineering, design and development

General and administrative

Depreciation and amortization

Total operating expenses

Income from operations

Other income (expense):
Interest expense, net of amounts capitalized

Loss on extinguishment of debt and credit facilities, net

Interest and investment loss

Other (loss) income

Total other expense

Income before income taxes

Income tax expense~1
Net income

$ 700,242 $

18,670

16,953

68,857

804,722

132,1 1 l,i
70,095

66,187

18,110

5,806

116,121

58,361

12,690

59,886
66,117

605,484

199238

(76,971)

(9,971)
(1,142)

(578)

(88,662)

110,576

(2,802)

107,774 $

622,437
16,558

15,867

68,977

723,839

106,929

72,959

65,836
] 8,560

g 6,405

105270
47,819

11,135

56,354

68,400

559,667

164,172

=%leE-,
(78,218)

11'5,994)

'1,884)

1,617

(84,479)

79,693

(1,572)

78,121 $

25,182

(2,864)
351

(450)

~ (599)
10,851

10,542

1,555

3,532

(2,283)

45,817

35,066

I /47
(3,977)

742

(2,195)

(4,183)

30,883

(1,230)

29,653

$ 77,805

2,112

1,086

(120)

80,883

13%
13%
7%

11%

24%
(4)%

(2)%

(9)%
10%
22%
14

~ 6%
(3)%

8%
21%

2%
(66)%
39%

(1 36)

(5)%
39%

(78)%
I'8%



Total Revenlle

Subscriber Revenue includes subscription, activation and other fees.

24

Total Revenue

Sabre&ther Rev ense includes subscription, activation and other fees.
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For the three months ended March 31, 2012 and 2011 , subscriber revenue was $700,242 and $622 ,437 , respectively, an
increase of 13% , or~7 ,80S . The increase was primarily attributable to a 9% increase in dail y weighted average subscribers,
the increase in certain of our subscription rates beginning in January 2012, and an increase in sales of premium services.
including Premier packages, data services and streaming. The increase was partially offset by the impact of subscription
discounts offere d through customer acqui sition and retention programs.

The future growth of subscriber revenue will be dependent upon the growth of our subscriber base, promotions, rebates offered to
subscribers and corresp onding take-rates , plan mix, subscription prices and identification of additional revenue streams from subscribers.

Advertising Revenue includes the sale of advertising on our non-music channels, net of agency fees, Agency fees arc based on a
contractual percentage of the gross adverti sing billing revenue.

For the three months ended March 31, 2012 and 2011 , advertising revenue was $18 ,670 and $16,558 , respectively, an
increase of 13% , or $2,112 . The increase was primarily due to increases in the number of advertising spots sold as well as
the rate charged per spot.

Our advertising revenue is subject to fluctuation based on the effectiveness of our sales efforts and the national economic
environment. We expect advertising revenue to grow as advertisers are attracted by the increase in our sub scriber base.

Equipment Revenue includes revenue and royalties from the sale of satellite radio s, components and accessories.

For the three months ended March 31, 2012 and 2011 , equipment revenue was $16,953 and $15 ,867 respectivel y, an
incre ase of 7% , or $1,086 . The increase was driven by royalti es from higher OEM production .

We expect equipment revenue to fluctuate based on OEM production for which we receive royalty payments for our technology and ,
to a lesser exten t. on the volume and mix of equi pment sales in our direct to consumer business.

Other Revenue includes amount s earned from subsc ribers for the U.S. Music Royal ty Fee, revenue from our Canadian affiliate and
illary revenues.

For the three months ended March 31, 2012 and 2011 , other revenue was $68,857 and $68 ,977 , respectively , a decrease of
$120 . The decrease was prim arily due to the December 2010 reduction in the U.S. Music Royal ty Fee rate from 15.3% to
10.8%, partially offset by increased royalty revenue from Sirius XM Canada, an increa se in subscribers and the increase in
certain subscription rates.

Othe r revenue is dependent upon the amount of the U.S . Music Royalty Fee and the royalty from our Canadian affiliate. Other revenue
will fluctuate as our subscriber base changes, as additional subscribers cycle to the lower rate of the U.S. Music Royalty Fee , as the increase in
certain subscription rates cyele through to subscriptions, and based on the performance of our Canadian affiliate.

Operating Expenses

Revenue Share and Royalties include distribution and content provider revenue share, advertising revenue share, residual s and
broadcast and web streaming royalties. Residuals are monthly fees paid based upon the number of subscribers using satellite radios purchased
from retailers . Ad vertising revenue share is recogn ized in revenue share and royalties in the period in which the advertising is broadcast.

For the three months ended March 3 1, 2012 and 2011 , revenue share and royaltie s were $132,111 and $ 106,929 •
respect ively, an increase of 24% , or $25,182 and increased as a percentage of total revenue. The increase was prim arily
attributable to an increase in our revenues subject to royal ty and/or revenue sharing arrangements and a 7% increase in the
statutory roya lty rate for the performance of sound recordings, part ially offset by a $4,913 increase in the benefit to earnings
from the amorti zation of deferred credits on executory con tracts initially recognized in purchase price aecounting associated
with the Merger.
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For the three months ended March 31, 2012 and 2011, subscriber revenue was $700,242 and $622,437, respectively, an
increase of 13%, or $77,805 . The increase was primarily attributable to a 9% increase in daily weighted average subscribers,
the increase in certain of our subscription rates beginning in January 2012, and an increase in sales of premium services,
including Premier packages, data services and streaming. The increase was partially offset by the impact of subscription
discounts offered through customer acquisition and retention programs.

The future growth of subscriber revenue will be dependent upon the growth of our subscriber base, promotions, rebates offered to
subscribers and corresponding take-rates, plan mix, subscription prices and identification of additional revenue streams from subscribers.

Advertising Revenue includes thc sale of advertisin on our non-music channels, nct of agency fees. Agency fccs are based on a
contractual percentage of the gross advertising billing revenue.

For the thrcc months ended March 31, 2012 and 2011, advertising revenue was $ 18,670 and $ 16,558, rcspcctivcly, an
increase of 13%, or $2,112 . The increase was primarily due to increases in the number of advertising spots sold as well as
the rate charged per spot.

Our advertising revenue is subject to fluctuation based on the effectiveness of our sales efforts and the national economic
environment. We expect advertising revenue to grow as advertisers are attracted by the increase in our subscriber base.

Equipmenr Revenue includes revenue and royalties from the sale of satellite radios, components and accessories.

For the three months ended March 31, 2012 and 2011, equipment revenue was $ 16,953 and $ 15,867 reqxctively, an
increase of 7%, or $ 1,086 . The increase was driven by royalties from higher OEM production.

We expect equipment revenue to fluctuate based on OEM production for which we receive royalty payments for our technology and,
to a lesser extent, on the volume and mix of equipment sales in our direct to consumer business.

Otlrer Revenue includes amounts earned from subscribers for the U.S. Music Royalty Fee, revenue from our Canadian affiliate and
'llary revenues.

For the three months ended March 31, 2012 and 2011, other revenue was $68,857 and $68,977, respectively, a decrease of
$120 . The decrease was primarily due to the December 2010 reduction in the U.S. Music Royalty Fee rate &om 15.3% to
10.8%, partially offset by increased royalty revenue from Sirius XM Canada, an increase in subscribers and the increase in
certain subscription rates.

Other revenue is dependent upon the amount of the U.S. Music Royalty Fee and the royalty from our Canadian affiliate. Other revenue
will fluctuate as our subscriber base changes, as additional subscribers cycle to the lower rate of the U.S. Music Royalty Fee, as the increase in
certain subscription rates cycle through to subscriptions, and based on the performance of our Canadian affiliate.

Operating Expenses

Revenue Share and Royalties include distribution and content provider revenue share, advertising revenue share, residuals and
broadcast and web streaming royalties. Residuals are monthly fees paid based upon the number of subscribers using satellite radios purchased
&om retailers. Advertising revenue share is recognized in revenue share and royalties in the period in which the advertising is broadcast.

For the three months ended March 31, 2012 and 2011, revenue share and royalties were $ 132,111 and $ 106,929,
rcspcctivcly, an incrcasc of 24%, or $25,182 and increased as a percentage of total revenue. The increase was primarily
attributable to an increase in our revenues subject to royalty and/or revenue sharing arrangements and a 7% increase in the
statutory royalty rate for the PMormance of sound recordings, partially offset by a $4,913 increase in the benefit to earnings
from the amortization of deferred credits on executory contracts initially recognized in purchase price accounting associated
with the Merger.
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Wc expect our revenue share and royalty costs to increase as our revenues grow . Under the terms of the Copyright Royalt y Board's
decision, we paid royalties of 8.0% and 7.5% of gross revenues, subject to certain exclusions, for the three months ended March 3 1, 20 12 and
2011, respectively . The deferred credits on executory contracts initially recognized in purchase price accounting associated, ith the Merger
expected to provide increasing benefits to revenue share and royalties through the expiration of the acquired executory contracts in 2013 .

Programming and Content includes costs to acquire, create, promote and produce content. We have entered into various agreements
with third parties for music and non-music programming that require us to pay license fees , purchase advertising on media properties owned or
controlled by the licensor, which is allocated to sales and marketing, and pay other guaranteed amounts.

For the three months ended March 31, 2012 and 20] I , programming and content expenses were $70,095 and $72 ,959 ,
respectively, a decrease of 4% , or $2,864 , and decreased as a perecntage of total revenue, The deerease was primarily due to
savings in content agreements, partially offset by increases in personnel costs and II $1,122 reduction in the benefit to
earnings from purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit on acquired programming executory contracts.

Excluding the impact from purchase accounting adjustments, based on our current programming offerings, we expect our
programming and content expenses to decrease as agreements expire and are renewed or replaced on more cost effective terms. The impact of
purchase price accounting adjustments associated with the Merger attrihutahle to the amortization of the deferred credit on acquired
programming executory contracts will continue to decline, in absolute amount and as a percentage of reported programming and content costs,
through 20] 5. Substantially all of the deferred credits on executory contracts will be amortized by the end of 20 13.

Customer Service and Billing includes costs associated with the operation and management of third party customer service centers,
and our subscriber management systems as well as billing and collection costs, transaction fees and bad debt expense.

For the three months ended March 31, 2012 and 20]] , customer service and billing expenses were $66,187 and $65 ,836 ,
respectively, an increase of ]% , or $351 , but decreased as a percentage of total revenue. The increase was primarily due to
higher call volume due to the increases in total subscribers, billing and collection costs and personnel costs, partially offset by
lower bad debt expense.

We expect our customer service and billing expenses to increase as our subscriber base grows. •Satellite and Transmission consists of costs associated with the operation and maintenance of our satellites; satellite telemetry,
tracking and control systems; terrestrial repeater networks; satellite uplink facilities; broadcast studios; and delivery of our internet streaming
service.

For the three months ended March 31, 2012 and 2011 , satellite and transmission expenses were $18 ,110 and $18 ,560 ,
respectively, a deerease of 2% , or $450 , and decreased as a percentage of total revenue. The decrease was primaril due to a
reduction in in-orbit satellite insurance expense, partially offset by increased repeater network costs.

We expect overall satellite and transmission expenses to increase as we add enhanced internet-based feature s ond functionality , while
costs associated with our in-orbit satellite fleet remain relatively flat.

Cost ojEquipment includes costs from the sale of satellite radios, components and accessories and provisions for inventory allowance
attributable to products purchased for resale in our direct to consumer distribution channels.

For the three months ended March 31,2012 and 2011 , cost of equipment WIIS $5,806 and $6,405 , respectively , a decrease of
90/0 , or $599 , and remained flat as a percentage of total revenue but decreased as a percentage of equipment revenue. The
decrease was primarily due to lower direct to consumer sales.

We expect cost of equipment to vary with changes in sales , supply chain management and inventory valuations.

Subscriber Acquisition Costs include hardware subsidies paid to radio manufacturers, distributors and automakers, including subsidies
paid to automakers who include a satellite radio and subscription to our service in the sale or lease price of
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Wc expect our revenue sharc and royalty cosLs to increase as our revenues grow. Under thc terms of the Copyright Royalty Hoard's
decision, we paid royalties of 8.0'/o and 7.5'/o of gross revenues, subject to certain exclusions, for the three months ended March 31, 2012 and
2011, respectively. The deferred credits on executory contracts initially recognized in purchase price accounting associated with the Merger
expected to provide increasing benefits to revenue shae and royalties through the expiration of the acquired executory contracts in 2013.

Pmgramming and Content includes costs to acquire, create, promote and produce content. We have entered into various agreements
with third parties for music and non-music programming that require us to pay liccnsc fccs, purchase advertising on media propcrtics owned or
controlled by the licensor, which is allocated to sales and marketing, and pay other guaranteed amounts.

For the thee months ended March 31, 2012 and 2011. programming and content expenses were $70,095 and $72,959,
respectively, a decrease of 4%, or $2,864, and decreased as a pcrccntagc of total rcvcnuc. The dccrcasc was primarily due to
savings in content agreements. partially offset by increases in personnel costs and a $ 1.122 reduction in the benefit to
ounings &om purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit on acquired programming executory contracts.

Excluding the impact from purchase accounting adjustments, based on our current programming offerings, we expect ow
programining and content expenses to decrease as agreements expire and are renewed or replaced on more cost effective terms. The impact of
purchase price accounting adjustments mediated with the Merger attributable to the amortization of the deferred credit on aequi@xi
progranuning executory contracts will continue to decline, in absolute amount and as a percentage of reported programming and content costs,
through 2015. Substantially all of the deferied credits on executory contracts will be amortized by the end of 2013.

Customer Service andBilling includes costs associated with the operation and management of third party customer service centers,
and our subscriber management systems as well as billing and collection costs, transaction fees and bad debt expense.

For the three months ended March 31, 2012 and 2011, customer service and billing expen~ were $66,187 and $65,836,
iespectively, an increase of 1/o, or $351, but decreased as a percentage of total revenue. The increase was primarily due to
higher call volume due to the increases in total subscribers, billing and collection costs and personnel costs, partially offset by
lower bad debt expense.

We expect our customer service and billing expenses to increase as our subscriber base grows.

Satellite and Transmission consists of costs associated with the operation and maintenance ofour satellites; satellite telemetry,
tracking and control systems; teirestrial repeater networks; satellite uplink facilities; broadcast studios; and delivery of our internet streaming

For the three months ended March 31, 2012 and 2011, satellite and transmission expenses were $ 18,110 and $18,560,
respectively, a decrease of 2%, or $450, and decreased as a percentage of total revenue. The decrease was primarily due to a
reduction in in-orbit satellite insurance expense, partially offset by increased repeater network costs.

We expect overall satellite and transmission expenses to increase as we add enhanced internet-based features and functionality, while
costs associated with our in-orbit satellite fleet remain relatively flat.

Cost ofEqwipmenr includes costs Rom the sale of satellite radios, components and accessories and provisions for inventory allowance
attributable to products purchased for resale in our direct to consumer distribution channels.

For the thee months ended March 31, 2012 and 2011, cost of equipment was $5,&06 and $6,405, respectively, a decrease of
9/o, or $599, and remained flat as a percentage of total revenue but decreased as a pcrecntagc of cquipmcnt mvcnuc. Thc
decrease was primarily due to lower direct to consumer sales.

We expect cost of equipment to vary with changes in sales, supply chain management and inventory valuations.

SubscriberAcquisition Casts include hardware subsidies paid to radio manufacturers, distributors and automakers, including subsidies
paid to automakers who include a satellite radio and subscription to our service in the sale or lease price of
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a new vehicle; subsidies paid for chip sets and certain other components used in manufacturing radios; device royalties for certain radios and
chip sets; commissions paid to retailers and automakers as incentives to purchase, install and activate satellite radios; product warranty

•

ations; freight; and provision s for inventory allowances attributable to inventory consumed in our OEM and retail distribution channels.
majority of subscriber acquisition costs are incurred and expensed in advance of. or concurrent with, acquiring a subscriber. Subscriber

acquisition costs do not include advertising, loyalty payments to distributors and dealers of satellite radios and revenue share payments to
automakers and retailers of satellite radios.

For the three months ended March 31, 2012 and 2011, subscriber acquisition costs were $116,121 and $105,270 ,
respectivel y, an inerease of 10% , or $10,85 I , and decreased as a percentage of total revenue. The increase was primarily a
result of the 5% increase in gross subscriber additions and subsidies related to increased OEM installations occurring in
advance of acquiring the subscriber, partially offset by improved OEM subsidy rates per vehicle and a $2,429 inereasc in the
benefit to earnings from the amortization of the deferred credit for acquired executory contracts recognized in purchase price
accounting associated with the Merger.

We expect total subscriber acquisition costs to fluctuate with increases or decreases in OEM installations and changes in our gross
subscriber additions. Changes in contractual OEM subsidy rates and the cost of subsidized radio components will also impact total subscriber
acquisition costs. The impact of purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit for acquired executory contracts will vary, in absolute amount and as a percentage of reported subscriber acquisition costs ,
through the expiration of the acquired contracts in 2013. We intend to continue to offer subsidies, commissions and other incentives to acquire
subscribers.

Sales andMarketing includes costs for advertising, media and production, including promotional events and sponsorships; cooperative
marketing; customer retention and personnel. Cooperative marketing costs include fixed and variable payments to reimburse retailers and
automakers for the cost of adverti sing and other product awareness activities performed on our behalf.

For the three month s ended March 31, 2012 and 2011, sales and marketing expenses were $58,361 and $47,819 ,
respectively, an increase of 22% , or $10,542 , and increased as a percentage of total revenue . The increase was primarily due
to additional subscriber communications and retention programs associated with a greater number of subscribers and
promotional trials, and higher OEM cooperative marketing.

Sales and marketing expenses will fluctuate on a quarterly basis as we launch seasonal advertising and promotional initiatives to attract
new subscribers, and launch and expand programs to retain our existing subscribers and win-back former subscribers. The impact of purchase
price aceounting adjustments associated with the Merger attributable to the amortization of the deferred credit on acquired sales and marketing
contracts will continue to decline, in absolut e amount and as a percentage of reported sales and marketing cost" , through 2013.

•
Engineering. Design and Development includes costs to develop chip sets and new products, research and development for broadcast

information systems and costs associated with the incorporation of our radios into vehicles manufactured by automakers.

For the three month s ended March 31, 2012 and 2011, engineering, design and development expenses were $12,690 and
$11,135 , respectively, an increase of 14% or $1,555 , and remained flat as a percentage of total revenue. The increase was
due to higher product development costs and costs related to enhanced subscriber features and functionality as well as higher
personnel costs.

We expect engineering, design and development expenses to increase in future periods as we develop our next generation chip sets and
products.

General and Administrative includes executi ve management, rent and occupancy, finance , legal , human resources, information
technology, insurance and investor relations costs.

For the three month s ended March 31, 2012 and 2011 , general and administrative expense was $59,886 and $56,354 ,
respecti vely, an increase of 6% or $3,532 , and remained flat as a percentage of total revenue. The increa se \ as primarily due
to higher facili ty and legal costs, part ially offset by lower litigation settlement charges.

We expect our general and administrative expenses to increase in future periods primarily as a result of enhanced
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a new vehicle; subsidies paid for chip sets and certain other components used in manufacturing radio@, device royalties for certain radios and
chip sets; commissions paid to retailers and automakers as incentives to purchase, install and activate satellite radios; product warranty

'ons; freight; and provisions for inventory allowances attributable to inventory consumed in our OEM and retail distribution channels.
majority of subscriber acquisition costs are incurred and expensed in advance of, or concuiient with, acquiring a subscriber. Subscriber

acquisition costs do not include advertising, loyalty payments to distributors and dealers of satellite radios and revenue share payments to
automakers and retailers of satellite radios.

For the three months ended Match 31, 2012 and 2011. subscriber acquisition costs were $ 116,121 and $105,270,
respectively, an increase of 10%, or $10,851, and decreased as a percentage of total revenue. The increase was primarily a
result of the 5% increase in gross subscriber additions and subsidies related to increased OEM installations occurring in
advance of acquiring thc subscriber, partially offse by improved OEM subsidy rates pcr vchiclc and a $2,429 increase in thc
benefit to earnings from the amortization of the deferred credit far acquired executory contracts recognized in purchase price
accounting associated with the Merger.

We expect total subscriber acquisition costs to fluctuate with increases or decreases in OEM installations and changes in our gross
subscriber additions. Changes in contractual OEM subsidy rates and the cost of subsidized radio components will also impact total subscriber
acquisition coils. The impact of purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit for acquired executory contracts will vary, in absolute amount and as a percentage of reported suhscriher acquisition costs,
through the expiration of the acquired contracts in 2013. We intend to continue to offer subsidies, commissions and other incentives to acquire
subscribers.

Sa/es andMarketing includes costs for advertise&, media and production, including promotional events and sgmnsorships; cooperative
marketing customer retention and personnel. Cooperative marketing costs include fixed and variable payments to reimburse retailers and
automakers for the cost of advertising and other product awayness activities performed on our behalf.

For the three months ended March 31, 2012 and 2011, sales and marketing expenses were $58,361 and $47,819,
respectively, an increase of 22%, or $10,542, and increased as a percentage of total revenue. The increase was priinarily due
to additional subscriber communications and retention programs associated with a &tester number of subscribers and
promotional trials, and higher OEM cooperative marketing.

Sales and marketing expenses will fluctuate on a quarterly basis as we launch seasonal advertising and promotional initiatives to attract
new subscribers, and launch and expand programs to retain our existing subscribers and win-back former subscribers. The impact ofpmchase
price accounting adjustments associated with the Merger attributable to the amortization of the deferred credit on acquired sales and maiketing
contracts will continue to decline, in absolute amount and as a percentage ofreported sales and marketing costs, thxough 2013.

Engineering, Design and Development includes costs to dcvclop chip acts and ncw products, research and dcvclopmcnt for broadcast
information systems and costs associated with the incorporation ofour radios into vehicles manufactured by automakers.

For the three months cndcd March 31, 201 2 and 2011, cnginccring, design and dcvclopmcnt cxpcnscs were $ 12,690 and
$11,135, respectively, an increase of 14% or $1,555, and remained flat as a percentage of total revenue. The increase was
due to higher product development costs and costs related to enhanced subscriber features and functionality as well as higher
personnel costs.

We expect engineering, design and development expenses to increase in future periods as we develop our next generation chip sets and
products.

General andAdministrative includes executive management, tent and occupancy, finance, legal, human resources, information
technology, insurance and investor relations costs.

For the three months ended March 31, 2012 and 2011, general and administrative expense was $59,8&6 and $56/54,
respectively, an increase of 6% or $3,532, and remained flat as a percentage of total revenue. The inuease was primarily due
to higher facility and legal costs, partially offset by lower litigation settlement charges.

We expect our general and administrative expenses to increase in future periods primarily as a result ofenhanced
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information technology and personnel cost" to support the growth of our business.

Depreciation and Amortization represents the systematic recognition in earnings of the acquisition cost of assets used in operations,.
including our satellite constellations, property, equipment and intangible assets, over their estimated service lives.

For the three months ended March 31, 2012 and 20 II , depreciation and amortization expense was $66 ,117 and $68 ,400 ,
respectively , a decrease of 3% or $2,283 , and decreased as a percenlage of total revenue. The decrease was primarily due to
a reduction in the amortization of subscriber relationships and depreciation recognized on assets placed in-service as certain
assets reach the end of their estimated service lives.

We expect depreciation expenses to increase in future periods as wc complete construction and launch our FM-6 satellite, which will
be partially offset by reduced amortization associated with the stepped-up basis in assets acquired in the Merger (including intangible assets,
satellites, property and equipment) through the end of their estimated service lives, principally through 2017 .

Other Income (Expense)

Interest Expense, Net ofAmounts Capitalized, includes interest on outstanding debt , reduced by interest capitalized in connection
with the construction of our satellites and related launch vehicles.

For the three months ended March 31, 2012 and 2011 , interest expense was $76 ,971 and $78 ,218 , respectively, a decrease of
2% or $1,247 . The deerease was primarily due to higher capitalized interest related to the construction of a satellite and
related launch vehicle and by the mix of outstanding debt with lower interest rates.

Following the launch of our FM-6 satellite, the capitalization of interest expense related to the construction of our satellites and related
launch vehicles will be eliminated, until we begin replacing satellites in our fleet. As a result, we expect interest expense to increase, offset
partially as our outstanding debt declines due to retirements at maturity, redemptions and repurchases.

Loss 011 Extinguishment ofDebt and Credit Facilities, Net, includes losses incurred as a result of the conversion and retirement of
certain debt.

For the three months ended March 31, 2012 and 20 II , loss on extinguishment of debt and credit facilities, net was $9,971 •
and $5,994 , respectively, an increase of 66% or $3,977 . During the three months ended March 31, 2012 , a $9,971 loss was
recorded on the partial repayment of our 13% Senior Notes due 2013 and our 9.75% Senior Secured Notes due 2015 . During
the three months ended March 31, 2011 , a $5,994 loss was incurred on the repayment of our 11.25% Senior Secured Note s
due 2013 and the partial repayment of our 3.25% Convertible Notes due 20 II .

Interest and Investment Loss includes realized gains and losses, dividends, interest income, our share of Sirius Canada 's and XM
Canada 's pre-merger net losses, and our share of the income (loss) of Sirius XM Canada.

For the three months ended March 31, 2012 and 2011 , interest and investment loss was $1,142 and $1,884 , respectively, a
decrease of 39% or $742 . The decrease was primarily attributable to a lower loss on our share of Sirius XM Canada 's net
loss in the first quarter of 2012 compared to losses at XM Canada and Sirius Canada during the same period in 20 II .

Income Taxes

Income Tax Expense primarily represents the change in our deferred tax liability related to the difference in accounting for our FCC
licenses, which arc amortized over 15 years for tax purposes but not amortized for book purposes in accordanec with GAAP, foreign
withholding taxes on royalty income and the effect of changes in certain state laws related to the utilization of net operating losses ("NOLs") .

For thc three months ended March 31, 2012 and 20 I I, income tax expense was $2,802 and $1 ,572 , respectively , an increase
of 78% , or $1,230 . The increase was primarily due to an increase in the applicable state effective tax rates and the effect of
changes in certain state laws related to the utilization of NOLs.
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information technology and pcrsonncl costs to support the growth of our business.

Depreciation andAmortization represents the systematic recognition in earnings of the acquisition cost of assets used in operations.
including our satellite constellations, property, equipment and intangible assets, over their estimated service lives.

For thc thrcc months ended March 31, 2012 and 2011, depreciation and amorlization cxpcnsc was $66,117 and $68,400,
respectively, a decrease of 3% or $2,283, and decreased as a percentage of total revenue. The decrease was primarily due to
a reduction in the ainortization of subscriber relationships and depreciation recognized on assets placed in-service as certain
assets reach the end of their estimated service lives.

We cxpcct depreciation expcnscs to increase in future periods as we complete construction and launch our FM-6 satellite, which will
be partially offset by reduced amortization associated with the stepped-up basis in assets acquired in the Merger (including intangible assets,
satellites, property and equipment) through the end of their estimated service lives, principally through 2017.

Other Income (Expense)

Interest Expense, ¹t ofAmounts Capitalized, includes interest on outstanding debt, reduced by interest capitalized in connection
with the construction of our satellites and related launch vehicles.

For the three months ended March 31, 2012 and 2011, interest expense was $76,971 and $78,218, respectively, a decrease of
2% or $ 1,247 . The decrease was primarily due to higher capitalized interest related to the construction of a satellite and
related launch vehicle and by the mix of outstanding debt with lower interest rates.

Following the launch of our FM-6 satellite, the capitalization of interest expense related to the construction of our satellites and related
launch vehicles will be eliminated, until we begin replacing satellites in our fleet. As a result, we expect interest expense to increase, offset
partially as our outstanding debt declines due to retirements at maturity, redemptions and repurchases.

Loss on Extinguishment ofDebt and Credit Facilities, Itlet, includes losses incurred as a result of the conversion and retirement of
certain debt.

For the three months ended Match 31, 2012 and 2011, loss on extinguishment of debt and credit facilities, net was $9,971
and $5,994, respectively, an increase of 66% or $3,977 . During the three months ended March 31, 2012, a $9,971 loss was
recorded on the partial repayment of our 13% Senior Notes due 2013 and our 9.75% Senior Secured Notes due 2015. During
the three months ended March 31, 2011, a $5,994 loss was incurred on the repayment of our 11.25% Senior Secured Notes
due 2013 and the partial repayment of our 3.25% Convertible Notes due 2011.

Interest and Investme~t Loss includes realized gains and losses, dividends, interest income, our share of Sirius Canada's and XM
Canada's pre-merger net losses, and our share of the income (loss) of Sirius XM Canada.

For thc thrcc months cndcd March 31, 2012 and 2011, intcrcst and invcstmcnt loss was $1,142 and $ 1,884, respectively, a
decrease of 39% or $742 . The decrease was primarily attributable to a lower loss on our share of Sirius XM Canada's net
loss in the first quarter of 2012 compared to losses at XM Canada and Sirius Canada during thc same period in 2011.

Income Taxes

Income Tax Expense primarily represents the change in our defetred tax liability related to the difference in accounting for our FCC
licenses, which are amortized over 15 years for tax purposes but not amortized for book purposes in accordance with GAAP, foreign
withholding taxes on royalty income and the effect of changes in certain state laws related to the utilization of net operating losses ("NOLs").

For the three months ended March 31, 2012 and 2011, income tax cxpcnse was $2,802 and $ 1,572, rcspcctivcly, an incrcasc
of 78%, or $ 1,230 . The increase was primarily due to an increase in the applicable state effective tax rates and the effect of
changes in certain state la~ s related to the utilization of NOLs.
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Tn assessing the rccovcrahil ity of our deferred tax assets, management regularly considers whether a portion or all of thc deferred tax
assets will not be realized based on the recognition threshold and measurement of tax positions. The ultimate realization of deferred tax assets

endent upon the generation of sufficient projected taxable income within the carryforward periods. Management considers the scheduled
rsal of deferred tax assets and liabilities, projected taxable income and tax planning strategies in making this assessment. Management's

evaluation of the realizability of deferred tax assets weighs both positive and negative evidence. The weight given to the potential effects of
positive and negative evidence is based on the extent to which it can be objectively verified . Our conclusion with regard to maintaining or
releasing the valuation allowance gives consideration to a variety of factors including but not limited to: (a) a three-year cumulative pre-tax
income, (b) the extent of current period taxable income and an expectation of sufficient and sustainable future taxable income, and (c) our
ability to utilize net operating losses within the carryforward period . After weighing this evidence, management concludes whether it is more
likely than not that our deferred tax assets will be realized.

We maintained a deferred tax valuation allowance against our deferred tax assets as of March 31, 2012. Tn 2010, we had our first year of
pre-tax earnings for financial reporting purposes, but continued to generate taxable losses for tax reporting purposes. For the year ended
December 31,2011 , we continued to report positive earnings and generated taxable income for the first time since our inception . For the
quarter ended March 31, 2012, this positive trend continued. IIowever, based on the objective and verifiable negative evidence, such as
cumulative losses in recent years , we have concluded as of March 31, 2012 to retain the valuation allowance.

As part of our continuing assessment of the recoverability of our deferred tax assets, we consider the impact of future forecasted taxable
income. Depending on our continued positive performance in the second quarter of 2012, together with the emergence from cumu lative losses
in recent years, as well as projections of suffic ient and sustainable taxable income, we may recognize the benefits of all or a significant portion
of our net deferred tax assets in the second quarter of 2012 through a reduction of the valuation allowance. This would result in an income tax
benefit that would materially and favorably affect net income and stockholders' equity in the period of the reduction. As of December 31, 2011,
we had approximately $3,400 million of valuation allowances established against the deferred tax assets .

Subsc riber Data

The following table contains subscriber data for the three months ended March 31, 2012 and 2011, respectively:

Unaudi ted

• Fo r the T hree Months Ended Ma rch 31.

2012 2011

Beginning subscribers 21,892,824 20,190,%4
Gross subscriber additions 2,161,693 2,052,367

Deactivated subscribers (1,757,097) (1,679,303)

Net additions 404,596 373,064

Ending subscribers 22,297,420 20,564,028

Self-pay 18,208,090 16,807,643

Paid promotional 4,089,330 3,756,385

Ending subscribers 22,297,420 20,564,028

Self-pay 299,348 120,844

Paid promotional 105,248 252,220

Net additions 404,596 373,064

Daily weighted average number of subscribers 21,990,863 20,233,144

Average self-pay monthly chum 1.9% 2.0%

• New vehicle consumer conversion rate 45% 45%

Note: See pages36 through 41 forglossary.

Table Of Contents

In assessing the recoverability of our dcfcrrcd tax assets, managcmcnt regularly considers whcthcr a portion or all of thc dcfcrrcd tax
assets will not be realized based on the recognition threshold and measutnnent of tax positions. '1'he ultimate realization of deferred tax assets

upon the generation of sufficient projected taxable income within the cairyforward periods. Management considers the scheduled
of deferred tax assets and liabilities, projected taxable income and tax planning strategies in making this assessment. Management's

evaluation of the realizability of deferred tax assets weighs bo1h positive and negative evidence. The weight given to the potential effects of
positive and negative evidence is based on the extent to which it can be objectively verified. Our conclusion with regard to maintaining or
rclcasing thc valuation allowance gives consideration to a variety of factors including but not limited to: (a) a thrcc-year cumulative prc-tax
income, (b) the extent of current period taxable income and an expectation of sufficient and sustainable future taxable income, and (c) our
ability to utilize net operating losses within the canyforward period. AAer weighing this evidence, management concludes whether it is more
likely than not that our deferred tax assets will be realized.

We maintained a deferred tax valuation allowance against our deferred tax assets as ofMarch 31, 2012. In 2010, we had our first year of
pre-tax earnings for financial reporting purposes, but continued to generate taxable losses for tax reporting purposes. For the year ended
December 31, 2011, we continued to report positive earnings and generated taxable income for the first time smce our inception. For the
quarter ended March 31, 2012, this positive trend continued. I Ioivever, based on the objective and verifiable negative evidence, such as
cumulative losses in recent years, we have concluded as of March 31, 2012 to retain the valuation allowance.

As part of our continuing assessment of the recoverability of our deferred tax assets, we consider the impact of future forecasted taxable
income. Depending on our continued positive performance in the second quarter of 2012, together with the emergence from cumulative losses
in recent years, as well as projections of sufficient and sustainable taxable income, we may recognize the benefits of all or a significant portion
of our net deferred tax assets in the second quarter of 2012 through a reduction of the valuation allowance. This would result in an income tax
benefit that would materially and favorably affect net income and stockholders'quity in the period of the reduction. As of December 31, 2011,
we had approximately $3,400 million of valuation allowances established against the deferred tax assets.

Suhscriher Data

The following table contains subscriber data for the three months ended March 31, 2012 and 2011, respectively:

Unaudited

For the Three Months Ended Match 31,

1013 3011

Beginning subscribers
Gross subscriber additions

Deactivated subscribers

Net additions

Ending subscribers

Self-pay

+ Paid promotional

Ending subscribers

21,892,824~+ 2,161,693

(1,757,097)

404,596

22,297,420

I 8,208,090

4,089,330

22,297,420

20,190,964
,t',052,367

(1,679,303)

373,064

20,564,028

16,807,643

3,756.385

20,564,028

Self-pay

Paid promotional

Net additions

Daily weighted average number of subscribers
. aIL

o

Average self-pay monthly churn

New vehicle consumer conversion rate

Note: See pages 36 through 41 for glossary.

299,348

105,248

404,596

21,990,863

1.9'5%

120,844

252,220

373,064

20,233,144

2.0'ru

45%
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Subscribers. At March 31, 2012 , we had 22,297,420 subscribers, an increase of 1,733,392 subscribers, or 8% , from the 20,564,028
subscribers as of March 3 I, 20 II .

• For the three months ended March 31, 2012 and 20 II , net additions were 404 ,596 and 373,064 , respectively , an increase of
SO/o , or 31,532 . The improvement was due to the 5% increase in gross subscriber additions, primarily resulting from higher
new vehicle shipments and light vehicle sales , as well as an increase in conversions from unpaid promotional trials and
returning subscriber activations inclusive of previously owned vehicles. This increase in gross additions was partially offset
by the 5% increase in deact ivations . The increase in deacti vations was primarily due to paid promotional trial deactivations
stemming from the growth of paid trials , along with growth in our subscriber base, part ially offset by a decline in the self-pay
chum rate .

Average Self-pay Monthly Churn is derived by dividing the monthly average of self-pay deactivations for the quarter by the average
self-pay subscriber balance for the quarter. (See accompanying glossary on pages 36 through 41 for more detail s.)

For the three months ended March 31, 2012 and 20 I I, our average self-pay monthly churn rate was 1.9% and 2.0% ,
respectively. The decrease in the churn rate was driven by a reduction in non-pay cancellation rates, as well as a favorable
shift in the subscriber mix towards automotive vehicles, which churn at lower rates in comparison to aftermarket subscribers.

New Vehicle Consumer Conversion Rate is the percentage of owners and lessees of new vehicles that receive our service and convert to
become self-paying subscribers after an initial promotional period. The metric excludes rental and fleet vehicles. (See accompanying glossary
on pages 36 through 41 for more detai ls).

For the three month s ended March 31, 2012 and 2011 , the new vehicle consumer conversion rate was 45% .

Adj usted Results of Operation s

In this section, we present certain financial performance measures that are not calculated and presented in accordance with generally
accepted accounting principles in the United States of America ("Non-GAAP"). These Non-GAAP financial measures include : average

thly revenue per subscriber, or ARPU; subscriber acquisition cost, or SAC, per gross subscriber addition; free cash flow ; and adjusted
IDA. These measures exclude the impact of certain purchase price accounting adjustments. We use these Non-GAAP financial measures

to man age our business, set operational goals and as a basis for determining performance-based compensation for our employees.

The purchase price accounting adjustments include the elim ination of the earnings benefit of deferred revenue associated with our
investment in Sirius XM Canada, the recognition of subscriber revenues not recognized in purchase price accounting and the elimination of the
earnings benefit of deferred credits on executory contracts, which arc primarily attributable to third party arrangements with an OEM and
certain programming providers.

Our adjusted EBl TDA also reallocates share-based payment expense from functional operating expense line items to a separate line
within operating ex-penses. We believe the exclusion of share-based payment expense from functional operating expenses is useful given the
significant variation in ex-pense that can result from changes in the fair value as determined by the Black-Scholes-Merton model which varies
based on assumptions used for the expected life , expected stock price volatility and risk-free interest rates; the effect of which is unrelated to
the operational conditions that give rise to variations in the components of our operating costs.

Free cash flow is a metric that our mana gement and Board of Directors use to evaluate the cash generated by our operations, net of
capital expenditures and other investment activity. In a capital intensive business, with significant historical and current investments in
satellites, we look at our operating cash flow , net of these investing cash outflows, to determine cash available for future subscriber acquisition
and capital expend itures, to repurchase or retire debt, to acquire other companies and to evaluate our ability to return capital to stockholders .
We believe free cash flow is an indicator of the long-term financial stability of our business. Free cash flow, which is reconciled to "Net cash
provided by (used in) operating activities", is a non-GAAP financial measure . This measure can be calculated by deducting amounts under the
captions"Add itions to property and equipment" and deducting or adding "Restricted and other investment activity" from" Net cash provided by
(used in) operating activities" from the consolidated statements of cash flows. Free cash flow should be used in conjunction with other GAAP
financial performance measures and may not be comparable to free cash flow measures presented by other companies. Free
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Subscribers. At March 31, 2012, wc had 22,297,420 subscribers, an increase of 1,733,392 subscribers, or PY0, from thc 20,564,028
subscribers as of March 31, 2011 .

For the three months ended March 31, 2012 and 2011, net additions were 404,596 and 373,064, respectively, an increase of
g%, or 31,532 . The improvement was due to the 5% increase in gross subscriber additions, primarily resulting from higher
ncw vehicle shipments and light vehicle sales, as well as an increase in conversions from unpaid promotional trials and

inurning subscriber activations inclusive of previously owned vehicles. This increase in gross additions was partially offset

by the 5% increase in deactivations. The increase in deactivations was primarily due to paid promotional trial deactivations
stemming &om the growth of paid trials, along with growth in our subscriber base, partially offset by a decline in the self-pay
churn rate.

Average Selfpav Monthly Churn is derived by dividing the monthly average of self-pay deactivations for the quarter by the average
self-pay subscriber balance for the quarter. (See accompanying glossary on pages 36 through 41 for more details.)

~ For the three months ended March 31, 2012 and 2011, our average self-pay monthly churn rate was 1.9% and 2.0%,
respectively. The decrease in the churn rate was driven by a reduction in non-pay cancellation rates, as well as a favorable
shift in the subscriber mix toivards automotive vehicles, which churn at lower rates in comparison to aftermarket subscribers.

New Vehicle Consumer Conversion Rate is the percentage of owners and lessees of new vehicles that receive our service and convert to
become self-paying subscribers after an initial promotional period. The metric excludes rental and fleet vehicles. (See accompanying glossary
on pages 36 through 41 for more details).

~ For the three months ended March 31, 2012 and 2011, the new vehicle consumer conversion rate was 45% .

Adj usted Results cf Operations

In this section, we present certain financial performance measures that are not calculated and presented in accordance with generally
accepted accounting principles in the United States ofAmerica ("Non-GAAP"'). These Non-GAAP financial measures include: average

thly revenue per subscriber, or ARPU; subscriber acquisition cost, or SAC, per gross subscriber addition; free cash flow; and adjusted
A. These measures exclude the impact of certain purchase price accounting adjustments. We use these Non-GAAP financial measures

to manage our business, set operational goals and as a basis for determining performance-based compensation for our employees.

The purchase price accounting adjustments include the elimination of the earnings benefit of deferred revenue associated with our
investment in Sirius XM Canada, the recognition of subscriber revenues not recognized in purchase price accounting and the elimination of the
earnings benefit of deferred credits on executory contracts, which are primarily attributable to third party arrangements with an OEM and
certain programming providers.

Our adjusted FBITDA also rcallocatcs sharc-based payment cxpcnsc from functional operating cxpcnsc linc items to a separate linc
within operating ex~nses. We believe the exclusion of share-based payment expense from functional operating expenses is useful given the
significant variation in expense that can result from changes in the fair value as determined by the Black-Scholes-Merton model which varies
based on assumptions used for the expected life, expected stock price volatility and risk-free interest rates; the effect of which is unrelated to
the operational conditions that give rise to variations in the components of our operating costs.

Free cash flow is a metric that our management and Board of Directors use to evaluate the cash generated by our operations, net of
capital expenditures and other investment activity. In a capital intensive business, with significant historical and current investments in
satellites, we look at our operating cash flow, net of these investing cash outflows, to determine cash available for future subscriber acquisition
and capital expenditures, to repurchase or retire debt, to acquire other companies and to evaluate our ability to return capital to stockholders.
We believe free cash flow is an indicator of the long-term financial stability of our business. Free cash flow, which is reconciled to "Net cash
provided by (used in) operating activities", is a non-GAAP financial meiL~. This measure can be calculated by deducting amounts under the
captions "Additions to property and equipment" and deducting or adding "Restricted and other investment activity" from "Net cash provided by
(used in) operating activities'rom the consolidated stateinents of cash flows. Free cash flow should be used in conjunction with other GAAP
financial performance measures and may not be comparable to free cash flow measures presented by other companies. Fr~x:

30



------ - - - -----,

Table Of Contents

cash flow should be viewed as a supplemental measure rather than an alternative measure of cash flows from operating activities, as dctennincd
in accordance with UAAl'. Free cash flow is limited and does not represent remaining cash flows available for discreti onary expend itures due
to the fact that the measure does not deduct the payments required for debt maturities. We believe free cash flow provides useful SUPPlement.
information to investors regarding our current and projected cash flow , along with other GAAP measures (such as cash flows from operating
and investing activities), to determine our financial condition, and to compare our operating pcrfonnance to other communications,
entertainment and media companies.

We believe these Non-GAAP financial measures provide useful information to investors regarding our financial condition and results of
operations. We believe investors find these Non-GAAP financial performance measures useful in evaluating our core trends because it provides
a direct view of our underlying contractual cost s. We believe investors use our current and projected adjusted EBl TDA to estimate our current
or prospective enterprise value and to make investment decisions. By providing these Non-GAAP financial measures, together with the
reconciliations to the most directly comparable GAAP measure, we believe we are enhancing investors' understanding of our business and our
results of operations.

These Non -GAAP financial measures should be viewed in addition to, and not as an alternative for or superior to, our reported results
prepared in accordance with GAAP. Please refer to the glossary (pages 36 through 41 ) for a further disc ussion of such Non- GAAP financial
measures and reconciliations to the most directly comparable GAAP measure.

The following table contains our key operating metrics based on our unaudited adjusted results of operations for the three months
ended March 31, 2012 and 201 I, respectively :

Unaudited Adjusted

For the Three Months Ended
(in thousands, except forpe r subscriber amounts) March 31,

2012 2011

ARPU $ 11.77 $ 11 .52

SAC, per gross subscriber addition $ 60 $ 57

Customer service and billing expenses, per average subscriber $ 1.00 $ 1.08 •Free cash flow $ 14,761 $ (16,874 )

Adjusted EBlTDA $ 208,162 $ 181,359

Note: See pages36 through 41 for glossary .

ARPU is derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscribers for
the period. (See accompanying glossary on pages 36 through 41 for more details.)

For the three months ended March 31, 2012 and 2011 , ARPU was $11.77 and $11.52 , respecti vely. The increase was driven
primarily by the increase in certain of our subscription rates beginning in January 2012 , an increase in sales of prem ium
services, including Premier packages, data services and streaming, partially offset by an increase in subscriber retention
programs and in the number of subscribers on promotional plans and a decrease in the revenue from the U.S. Music Royalty
Fee due to the December 2010 reduction in the rate from 15.3% to 10.8%.

SAC, Per Gross Subscriber Addition is derived from subscriber acqui sition cost s and margins from the sale of radios, components and
accessories, excluding share-based payment expense and purchase price accounting adjustments, divided by the number of gross subscriber
additions for the period. (See accompanying glossary on pages 36 through 41 for more details.)

For the three months ended March 31, 2012 and 2011 , SAC, per gross subscriber addition was $60 and $57 , respectively.
The increa se was primarily due to higher subsidies related to increased OEM installations occurring in advance of acquiring
the subscriber, partially offset by improved OEM subsidy rates per vehicle compared to the three month s ended March 31,
201 1.

Customer Service and Billing Expenses, Per Average Subscriber, is derived from total customer service and billin g expenses, excluding
share-based payment expense and purchase price accounting adjustments, divided by the number of months in the period, divided by the daily
weighted average number of subscribers for the period. (See accompanying glossary •
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cash flow should be viewed as a supplcmcntal measure rather than an alternative mcasurc of cash flows from operating activities, as dctcrmincd
m accordance with GAAP. Free cash flow is limited and does not represent remaining cash flows available for discretionary expenditures due
to the fact that the measure does not deduct the payments required for debt maturities. We believe free cash flow provides useful supplemen
information to investors regarding our current and projected cash flow, along with other GAAP measures (such as cash flows from
and investing activities), to determine our financial condition, and to compare our operating performance to other communications,
entertainment and media coinpanies.

We believe these Non-GAAP financial measures provide useful information to investors regarding our financial condition and results of
operations. We believe investors find these Non-GAAP financial performance measures useful in evaluating our core trends because it provides
a direct view of our underlying contractual costs. We believe investors use our current and projected adjusted EBITDA to estimate our current
or pro~~ctive enterprise value and to make investment decisions. By providing these Non-GAAP financial measures, together with the
reconciliations to the most directly comparable GAAP measure, we believe we are enhancing investors'nderstanding of our business and our
results ofoperations.

These Non-GAAP financial measures should be viewed in addition to, and not as an alternative for or superior to, our reported results
prepared in accordance with GAAP. Please refer to the glossary (pages 36 through 41 ) for a further discussion of such Non-GAAP financial
measures and reconciliations to the most directly comparable GAAP measure.

The following table contains our key operating metrics based on our unaudited adjusted results of operations for the three months
ended March 31, 2012 and 2011, respectively:

((n thousands, tntceptforper subsan'ber atnountsi

ARPU

SAC, per gross subscriber addition

Customer service and billing expenses, per average subscriber ~
Free cash flow

Adjusted EBITDA

Unaudited Adjusted
For the Three Months Ended

March 31,
2012 2011

$ 11.77 $ 11.52

$ 60 $ 57

$ ~1.00 $ ~ 1.08

$ 14,761 $ (16,874)

$ 208,162 $ 181,359

Note: See pages 36 through 41 for glossary.

ARP Vis derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscribers for
the period. (See accompanying glossary on pages 36 through 41 for more details.)

For the three months ended March 31, 2012 and 2011, ARPU was $ 11.77 and $ 11.52, respectively. The increase was driven
primarily by the increase in certain of our subscription rates beginning in January 2012, an increase in sales of preinium
services, including Premier packages, data services and streaming, partially offset by an increase in subscriber retention
programs and in the number of subscribers on promotional plans and a decrease in the revenue from the U.S. Music Royalty
Fee due to the December 2010 reduction in the rate from 15.3% to 10.8%.

SAC, Per Gross Subscriber Addition is derived from subscriber acquisition costs and margins from the sale of radios, components and
accessories, excluding share-based payment expense and purchase price accounting adjustments, divided by the number of gross subscriber
additions for the period. (See accompanying glossary on pages 36 through 41 for more details.)

For the three months ended March 31, 2012 and 2011, SAC, per gross subscriber addition was $60 and $57, respectively.
The increase was primarily due to higher subsidies related to increased OEM installations occurring in advance of acquiring
the subscriber, partially offset by improved OEM subsidy rates per vehicle compared to the three months ended March 31,
2011.

Customer Service and Billing Erpenses, PerAverage Subscriber, is derived from total customer service and billing expenses, excluding
share-based payment expense and purchase price accounting adjustments, divided by the number of months in the period, divided by the daily
weighted average number of subscribers for the period. (See accompanying glossary
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on pages 36 through 41 for more detai ls.)

• For the three months ended March 31, 2012 and 20 11, customer service and billing expenses, per average subscriber, were
$1.00 and $1.08 , respect ively. The decrease was primarily due to the 9"/0 increase in daily weighted average number of
subscribers for the three months ended March 31, 2012 compared to the same period in 20 II , while customer service and
billing expenses increased only I% over the three month s ended March 31, 20 II .

Free Cash Flow includes the net cash provided by operations, additio ns to property and equipment , merger related costs and restricted
and other investment activity. (See accompanying glossary on pages 36 through 4 1 for more details.)

For the three months ended March 31, 2012 and 201 1, free cash flow was $ 14,76 1 and $(16,874), respectively, an increase
of $31,635 . Net cash provided hy operating activities increased $21,839 to $39,948 for the three months ended March 31,
2012 compared to the $18 ,109 , provided by operations for the three months ended March 3 1, 2011. Capital expenditures for
property and equipment for the three months ended March 31, 2012 decreased $9,796 to $25,187 compared to $34,983 , for
the three months ended March 3 1, 20 11. The increase in net cash provided by opera ting activities was primarily the result of
improved operat ing performanec driving higher adjusted EBITDA and higher collections from subscribers and distributors.
The decrease in capi tal expenditures was primari ly the result of lower satellite and related launch vehicle construction costs.

Adjusted EBITDA. EBITDA is defined as net income (loss) before interest and investment loss; interest expense, net of amounts
capitalized ; income tax expense and depreciation and amortization. Adjusted EBIT DA removes the impact of other income and expense, losses
on extinguishment of debt as well as ecrtain other charges, such as goodwill impairment; restructuring , impairments and related costs; certain
purchase price accounting adjustments and share-based payment expense. (See the aecompanying glossary on pages 36 through 4 1 for more
details):

•
For the three month s ended March 31, 2012 and 2011, adjusted EBITDA was $208,162 and $181,359 , respectively, an
increase of 15%, or $26,803. The increase was primaril y due to an increase of 11% , or $79,041, in adjusted revenues,
partially offset by an increase of 10%, or $52 ,238, in expenses included in adjusted EBITDA. The increase in adjusted
revenues was primarily due to the increase in our subscriber base. The increase in expenses was primarily driven by higher
revenue share and royalties expenses associated with growth in revenues, higher subscriber acquisition costs rela ted to the
5% increase in gross addition s, and higher sales and marketing costs related to subscriber communications and cooperative
marketing, partially offset by lower programming and content costs.

Liquldlty and Capital Resources

Cash Flowsfor the Three Months Ended March 31, 1012 Compared uith the Three Months Ended March 31,1011

As of March 31, 2012 and December 31,20 I I , we had $746 ,576 and $773 ,990 , respectively, of cash and cash equiva lents. The
following table presents a summary of our cash flow activity for the periods set forth below:

Net cash provided by opera ting activities

Net cash used in investing activities

Net cash used in financing activities

Net decrease in cash and cash equi valents

Cash and cash equivalent s at beginning of period

Cash and cash equivalents at end of period

Cash Flows Provided by Operating Activities

$

$

For the Three Months
Ended March 31,

2012 2011 2012 vs, 2011

39,948 $ 18,109 $ 21,839

(25,187) (34,983) 9,796

(42,175) (136,122) 93,947

(27,414) (152,996) 125,582

773,990 586,691 187,299

746,576 $ 433,695 $ 312,881

Cash provided by operating activities increased by $21,839 to $39,948 for the three months ended March 31, 2012 from cash provided
by operating activities of $18,109 for the three months ended March 31, 2011 . The primary dri ver of our opera ting cash flow growth has been
improvements in profitability .
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on pages 36 through 41 for morc details.)

For the three months ended March 31, 2012 and 2011, customer service and billing expenses, per average subscriber, were
$1 00 and $ 1.08, respectively. The decrease was primarily due to the 9/o increase in daily weighted average number of
subscribers for the three months ended March 31, 2012 compared to the same period in 2011, while customer service and
billing expenses increased only 1% over the three months ended March 31, 2011.

Free Cash Flow includes the net cash provided by operations, additions to property and equipment, merger related costs and restricted
and other investment acti~sty. (See accompanying glossary on pages 36 through 41 for more details.)

For the three months ended March 31, 2012 and 2011, free cash flow was $ 14,761 and $(16,874), respectively, an increase
of $31,635 . Net cash provided by operating activities increased $21,839 to $39.948 for the three months ended March 31,
2012 compared to the $ 18,109, provided by operations for the three months ended March 31, 2011. Capital expenditures for
property and cquipmcnt for thc thrcc months cndcd March 31, 2012 dccrcascd $9,796 to $25,187 compared to $34,983, for
the three months ended March 31, 2011. The increase in net cash provided by operating activities was primarily the result of
improved operating performance driving higher adjusted EBITDA and higher collections from subscribers and distributors.
The decrease in capital expenditures was primarily the result of lower satellite and related launch vehicle construction costs.

Adj usted EBITDA. EBITDA is defined as net income (loss) before interest and investment loss; interest expense, net of amounts
capitalized; income tax expense and depreciation and amortization. Adjusted EBITDA removes the impact of other income and expense, losses
on extinguishment of debt as well as certain other charges, such as goodwill impairment; restructuring, impairments and related costs; certain
purchase price accounting adjustments and share-based payment expense. (See the accompanying glossary on pages 36 through 41 for more
details):

For the three months ended March 31, 2012 and 2011, adjusted EBITDA was $208,162 and $ 181,359, respectively, an
increase of 15%, or $26,803. The increase was primarily due to an increase of 11%, or $79,041, in adjusted revenues,
partially offset by an increase of Iso, or $52,238, in expenses included in adjusted EBITDA. The increase in adjusted
revenues was primarily due to the increase in our subscribe base. The increase in expenses was primarily driven by higher
revenue share and royalties expenses associated with growth in revenues, higher subscriber acquisition costs related to the
5% increase in gross additions, and higher sales and marketing costs related to subscriber communications and cooperative
marketing, partially offset by lower programming and content costs.

Liquidity and Capital Resources

Cash Flowsfor the Three Months Ended March 31, 2N2 Compared with the Three Months Ended March 31, 2011

As of March 31, 2012 and December 31, 2011, we had $746,576 and $773,990, respectively, of cash and cash equivalents. The
following table presents a summary of our cash flow activity for the periods set forth below:

Net cash provided by operating activities

Net cash used in investing activities

Net cash used in financing activities

Nct dccrcasc in cash and cash cquivalcnts

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

For the Three Months
Ended htorrh 31,

2012 2011

39,948, $ 18,109,
(25,187) (34,983)
(42,175) (136,122),,
(27,414) (152,996)
773,990 586,691

746,576 $ 433,695

2012 vs. 2011

$ 21,839

9,796

93,947

] 25,582

187,299

$ 312,881

Cash Flows Provided by Operating Activities

Cash provided by operating activities increased by $21,839 to $39,948 for the three months ended March 31, 2012 from cash provided
by operating activities of $ 18,109 for the three months ended March 31, 2011 . The primary driver of our operating cash flow growth has been
improvements in profitability.
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Our net income was $107 ,774 and $78 ,121 for the three months ended March 31, 2012 and 2011 , respectively. Our increase in
net income was primarily driven by an increase in our subseriber revenues of $77 ,805 , or 13% , for the three months ended .
March 31, 2012 , attributable to a 9% increase in daily weighted average subscribers, the increase in certain of our subscripti
rates beginning in January 2012 , an increase in sales of premium services, including Premier packages, data services and
streaming. Our growth in revenue was partially offset by an increase in our operating expenses of $45,817 , or 8% . The increase
in operating expenses was primarily driven by higher revenue share and royalties expenses associated with growth in revenues,
higher subscriber acquisition costs related to the 5% increase in gross additions, and higher sales and marketing costs related to
subscriber communications and cooperative marketing.

Net non-cash adjustments to net income were $35 ,238 and $42 ,736 for the three months ended March 31, 2012 and 2011,
respectively . Significant components of non-cash ex-penses, and their impact on cash flows from operating activities, include the
following :

For the Three Mont,"
Ended March 31,

2012 2011

Depreciation and amortization $ 66 ,117 $ 68 ,400

Loss on extinguishment of debt and credit facilities, net 9,971 5,994

Share-based payment expense 14,951 12,856

Other non-cash purchase price adjustments (73,956) (66,743)

Depreciation and amortization expense is expected to increase in future periods as we recognize depreciation expense upon the
completion and launch of our FM-6 satellite,

Loss on extinguishment of debt and credit facilities, net , includes losses incurred as a result of retirement of certain debt instruments.
Future charges related to the retirement of debt are dependent upon many factors, including the conversion price of debt or our ability to
refmance or retire specific debt instruments.

Share-based payment expense is expected to increase in future periods as we grant equity awards to our employees and directors, •
Compensation expense for share-based awards is recorded in the financial statements based on the fair value of the underlying equity awards

Other non-cash purchase price adjustments include liabilities recorded as a result of the Merger related to executory contracts with an
OEM and certain programming providers, as well as amortization resulting frum changes in the value of deferred revenue us a result of the
Merger.

Changes in operating assets and liabilities reduced operating cash flows for the three months ended March 31, 2012 and 20 II by
$103,064 and $102,748 , respectively. As we continue to grow our subscriber and revenue base, we expect that deferred revenue and amounts
due from customers and distributors will continue to increase. Amounts payable to vendors are also expected to increase as our business grows.
The timing of payments to vendors and related parties are based on both contractual commitments and the terms and conditions of our vendors.

Cash Flows Used in Investing Activities

Cash used for investing activities consists primarily of capital expenditures for property and equipment. We will continue to incur
significant costs to improve our terrestrial repeater network and broadcast and administrative infrastructure. In addition , we will continue to
incur capital expenditures associated with our FM-6 satellite. After the launch of our FM-6 satellite, we anticipate no significant satellite capital
expenditures for several years until it becomes necessary to replace satellites in our fleet.

The decrease in cash used for investing activities was primarily due to lower satellite and related launch vehicle construction costs related
to our FM-6 satellite.

Cash Flows Provided by (Used in) Financing Activities

Cash flows provided by (used in) financing activities have generally been the result of the issuance and repayment of long-term debt
and related party debt and cash proceeds from exercise of stock options. Proceeds from long-term debt, related
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Our net income was $ 107,774 and $78,121 for the three months ended March 31, 2012 and 2011, respectively. Our increase in
net income was primarily driven by an increase in our subscriber revenues of $77,805, or 13%, for the three months ended
March 31, 2012, attributable to a 9'/o increase in daily weighted average subscribers, the increase in certain of our subscripti
rates beginning in January 2012, an increase in sales of premium services, including Premier packages, data services and
streaming. Our growth in rcvcnuc was partially offset by an increase in our operating cxpcnscs of $45,817, or 8% . Thc increase
in operating expenses was primarily driven by higher revenue share and royalties expenses associated with growth in revenues,
higher subscriber acquisition costs related to the 5% increase in gross additions, and higher sales and marketing costs related to
subscriber communications and cooperative marketing.

Net non-cash adjustments to net income were $35/38 and $42,736 for the three months ended March 31, 2012 and 2011,
respectively. Significant components of non-cash expenses, and their impact on cash flows from operating activities, include the
following:

Depreciation and amortization
Loss on extinguishment of debt and credit facilities, net
Share-based payment expense~
Other non-cash purchase price adjustments

Depreciation and amortization cxpcnsc is cxpcctcd to increase
completion and launch ol'ur FM-6 satellite.

For the Three Months
Ended Match 31,

2012 2011

$ 66,117 $ 68,400
9,971 5,994

d. 14,951 'l IRf 12,856

(73,956) (66,743)

in future periods as wc rccognizc depreciation cxpcnsc upon the

Loss on extinguishment of debt and credit facilities, net, includes losses incurred as a result of retirement of certain debt instruments.
Future charges related to the retirement of debt are dependent upon many factors, including the conversion price of debt or our ability to
refinance or retire specific debt instruments.

Share-based payment expense is expected to increase in future periods as we grant equity awards to our employees and directors.
Compensation expense for share-based awards is recorded in the financial statements based on the fair value of the underlying equity awards

Other non-cash purchase price adjustments include liabilities recorded as a result of the Merger related to executory contracts with an
OEM and certain programming providers, as well as amortization resulting from changes in the value of deferred revenue as a result of the
Merger.

Changes in operating assets and liabilities reduced operating cash flows for the three months ended March 31, 2012 and 2011 by
$103,064 and $ 102,748, reqmctively. As we continue to grow our subscriber and revenue base, we expect that deferred revenue and amounts
due from customers and distributors will continue to increase. Amounts payable to vendors are also expected to increase as our business grows.
The timing of payments to vendors and related parties are based on both contractual commitments and the terms and conditions of our vendors.

Casli Flows Used in investing Activities

Cash used for investing activities consists primarily of capital expenditures for property and equipment. We will continue to incur
significant costs to improve our tcrrcstrial rcpcatcr network and broadcast and administrative infrastructure. ln addition, wc will continue to
incur capital expenditures associated with our FM-6 satellite. After the launch of our FM-6 satellite, we anticipate no significant satellite capital
expenditures for several years until it becomes necessary to replace satellites in our fleet.

~ The decrease in cash used for investing activities was primarily due to lower satellite and related launch vehicle construction costs related
to our FM-6 satellite.

Cash Flows Provided by (Usedin) Financing Activities

Cash flows provided by (used in) financing activities have generally been the result of the issuance and repayment of long-term debt
and related party debt and cash proceeds from exercise of stock options. Proceeds from long-term debt, related
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The decrease in cash flows used in financing activities was primarily due to the the exercise of stock options in 2012 and the 2011,
repayment of the remaining balance of our 11 .25% Senior Secured Notes due 2013 and the partial repayment of our 3.25% Convertible
Notes due 2011, partially offset by the partial repayment of our 13% Senior Notes due 2013 and our 9.75% Senior Secured Notes due
20 IS during the three months ended March 3 I , 2012 .

party debt and equity issuances have been used to fund our opera tions , construct and launch new satellites and invest in other infrastructure
improvements.

•
Financings and Capital Requirements

We have historically fmanced our operations through the sale of debt and equity securities. The Certificate of Designations for our
Series B-1 Preferred Stock provides that, so long as Liberty Media beneficially owns at least half of its initial equity investment, Liberty
Media 's consent is required for certain actions , including the grant or issuance of our equity securities and the incurrence of debt (other than, in
general , debt incurred to refinance existing debt) in amounts greater than $10,000 in any calendar year.

Future Liquidity and Capital Resource Requirements

We have entered into various agreements to design , const ruct, and launch our satellites in the normal course of business. As disclosed
in Note 16 to our unaudited consolidated financial statements, as of March 31, 2012 , we expect to incur satelIite and transmission related
expenditures of approximately $5,624 and $57,257 in 2012 and 2013, respectively, the majority of which is attributable to the construction and
launch of our FM-6 satellite and related launch vehicle in 2013 and an additional $48,758 thereafter.

Based upon our current business plans , we believe that we have sufficient cash, cash equivalents and marketable securities to cover
our estimated short-term and long-term funding needs . We expect to fund operating expenses, capital expenditures, working capital
requirements, interest payments, taxes and scheduled maturities of our debt with existing cash and cash flow from operations, and we believe
that we wil1 he ahle to generate sufficient revenues to meet our cash requirements.

Our ability to mcet our debt and other obligations depends on our future operating performance and on economic, financial ,
competitive and other factors. We continually review our operations [or opportunities to adjust the timing of expenditures 10ensure that

icient resources are maintained.

We regularly evaluate our business plans and strategy. These evaluations often result in changes to our business plans and strategy ,
some of which may be material and significantly change our cash requirements. These changes in our business plans or strategy may include :
the acquisition of unique or compelling programming; the introduction of new features or services; significant new or enhanced distribution
arrangements; investments in infrastructure, such as satellites, equipment or radio spectrum; and acquisitions, including acquisitions that are
not directly related to our satellite radio business. In addition , our operations are affected by the FCC order approving the Merger, which
imposed certain conditions upon, among other things , our program offerings.

Debt Covenants

The indentures governing our debt include restrictive covenants. As of March 31, 2012 , we were in compliance with our debt
covenants. For a discussion of our "Debt Covenants", refer to Note 13 to our unaudited consolidated financial statements in Item 1 of this
Quarterly Report on Form 10-Q.

Off-Balance SheetA rrangements

We do not have any significant off-balance sheet arrangements other than those diselosed in Note 16 to our unaudited consolidated
financial statements in Item I of this Quarterly Report on Form IO-Q that are reasonably likely to have a material effect on our financial
condition, results of operations, liquidity, capital expenditures or capital resources.

Contractual Cash Commitments

For a discussion of our "Contractual Cash Commitments," refer to Note 16 to our unaudited consolidated financial statements in
Item 1 of this Quarterly Report on Form lO-Q.
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party debt and equity issuanccs have been used to fund our operations, construct and launch new satcl1 itcs and invest in other infrastructure
improvements.

The decrease in cash flows used in financing activities was primarily due to the the exercise of stock options in 2012 and the 2011,
repayment of the remaining balance of our 11.25% Senior Secured Notes due 2013 and the partial repayment of our 3.25% Convertible
Notes duc 2011, partially offse by thc partial repayment of our 13% Senior Notes due 2013 and our 9.75% Senior Sccurcd Notes duc
2015 during the three months ended March 31, 2012 .

Financings and Capital Requirements

We have historically financed our operations through thc sale of debt and equity securities. The Certiflicatc of Designations for our
Series B-I Preferred Stock provides that, so long as Liberty Media beneficially owns at least halfof its initial equity investment, Liberty

edia's consent is required for certain actions, including the grant or issuance of our equity securities and the incurrence of debt (other than, in
general, debt incurred to refinance existing debt) in amounts greater than $ 10,000 in any calendar year.

Future Liquidity and Capital Resource Requirements

We have entered into various agreements to design, construct, and launch our satellites in the normal course of business. As disclosed
in Note 16 to our unaudited consolidated financial statements, as of March 31, 2012, we expect to incur satellite and transmission related
expenditures of approximately $5,624 and $57,257 in 2012 and 2013, respectively, the majority of which is attributable to the construction and
launch of our FM-6 satellite and related launch vehicle in 2013 and au additional $48,758 thereafter.

Based upon our current business plans, we believe that we have sufficient cash, cash equivalents and marketable securities to cover
our estimated short-term and long-term funding needs. We expect to fund operating expenses, capital expenditures, working capital
requirements, interest payments, taxes and scheduled maturities of our debt with existing cash and cash flow from operations, and we believe
that we will he able to generate suAicient revenues to meet our cash reqtiirernents

Our ability to meet our debt and other obligations dcpcnds on our future operating performance and on economic, financial,
competitive and other I'actors. We continually review our operations for opportunities to adjust the timing ol'xpenditures to ensure that

icient resources are maintained.

We regularly evaluate our business plans and strategy. These evaluations often result in changes to our business plans and strategy,
some of which may be material and significantly change our cash requirements. These changes in our business plans or strategy may include:
the acquisition of unique or compelling programming; the introduction of new features or services. significant new or enhanced distribution
arrangements; investments in infrastructure, such as satellites, equipment or radio spectrum; and acquisitions, including acquisitions that are
not directly related to our satellite radio business. In addition, our operations are affected by the FCC order approving the Merger, which
imposed certain conditions upon, among other things, our program offerings.

Debt Covenants

The indentures governing our debt include restrictive covenants. As of March 31, 2012, we were in compliance with our debt
covenants. For a discussion of our "Debt Covenants", refer to Note 13 to our unaudited consolidated financial statements in Item I of this
Quarterly Report on Fomi IO-Q.

045'-Balance SheetA rrangements

We do not have any significant off-balance sheet arrangements other than those disclosed in Note 16 to our unaudited consolidated
financial statements in Item 1 of this Quarterly Report on Form 10-Q that are reasonably likely to have a material effect on our financial
condition, results of operations, liquidity, capital expenditures or capital resources.

Contractual Cash Commitments

For a discussion of our "Contractual Cash Commitments," refer to Note 16 to our unaudited consolidated financial statements in
Item I of this Quarterly Report on Form 10-Q.
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Related Party Transaction,f

For a discussion of"Related Party Transactions," refer to Note 11 to our unaudited consolidated financial statements in Item 1ofthi~
Quarterly Report on Fonn IO-Q.

Critical Accounting Policies and E!;timates

For a discussion of our "Critical Accounting Policies and Estimates," refer to "Management's Discussion and Analysis of Financial
Condition and Results of Operations" in our Annual Report on Form lO-K for the year ended December 31, 2011 nnd Note 2 to our unaudited
consolidated [mancial statements in Item I oftrus Quarterly Report on Form 10-Q. There have been no material changes to our critical
accounting policies and estimates since December 31, 2011.
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Related Party Transactions

For a discussion of "Related Party Transactions," refer to Note 11 to our unaudited consolidated financial statements in Item I of thi~
Quarterly Report on Form 10-Q.

CriticalAccounnng Policies and Esrinrtaes

For a discussion of our '*Critical Accounting Pohcies and Estimates,'* refer to fManagement's Discussion and Analysis of Financial
Condition and Results of Operations'* in our Annual Report on Form 10-K for the year ended December 31, 2011 and Note 2 to our unaudited
consolidated financial matements in Item I of this Quarterly Report on Form 10-Q. There have been no material changes to our critical
accountmg policies and estimates smce December 31, 2011 .
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Glossary

•

Ad"usted EBITDA - EBITDA is defined as net income before interest and investment loss; interest expense, net of amount s capitalized;
income tax expense and depreciation and amortization. We adjust EBITDA to remove the impact of other income and expense, loss on
extinguishment of debt as well as certain other charges discussed below. This measure is one of the primary Non-GAAP financial
measures on which we (i) evaluate the performance of our businesses, (ii) base our internal budgets and (iii) compensate management.
Adjusted EBITDA is a Non-GAAP financial performance measure that excludes (if applicab le): (i) certain adjustments as a result of the
purchase price accounting for the Merger, (ii) goodwill impairment, (iii) restructuring, impairments, and related costs , (iv) deprec iation
and amortization and (v) share-based payment expense . The purchase price accounting adjustments include : (i) the elimination of deferred
revenue associated with the investment in XM Canada, (ii) recognition of deferred subscriber revenues not recognized in purchase price
accounting, and (iii) elimination of the benefit of deferred credits on executory contracts, which are primarily attributable to third party
arrangements with an OEM and programming providers. We believe adjusted EBITDA is a useful measure of the underlying trend of our
operating performance, which provides useful information about our business apart from the costs associated with our physical plant,
capital structure and purchase price accounting. We believe investors find this Non-GAAP financial meas ure useful when analyzing our
results and comparing our operating performance to the performance of other communications, entertainment and media companies. We
believe investors use curren t and projected adjusted EBITDA to estima te our current and prospective enterprise value and to make
investment decisions. Because we fund and build-out our satellite radio system through the periodic raising and expenditure of large
amounts of capital, our results of opera tions reflect significant charges for depreciation expense. The exclusio n of depreciation and
amortization expense is useful given significant variation in depreciation and amortization expense that can result from the potential
variations in estimated useful lives, all of which can vary widely across different industries or among companies within the same industry.
We believe the exclusion of restructuring, impairments and related costs is useful given the nature of these expenses. We also believe the
exclusion of share-based payment expense is useful given the significant variation in expense that can result from changes in the fair value
as determined using the Black -Scholes-Merton model which varies based on assumptions used for the expec ted life, expected stock price
volatility and risk-free interest rates.

•

•

Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statements of comprehensive income of
certain expenses, including share-based payment expense and certain purchase price accounting for the Merger. We endeavor to
compensate for the limitations of the Non-GMP measure presented by also providing the comparable GAAP measure with equal or
greater prominence and descriptions of the reconciling items, including quantifying such items, to derive the Non-GAAP measure.
Investors that wish to compare and evaluate our operating results after giving effect for these costs, should refer to net income as
disclosed in our consolidated statements of comprehensive income . Since adjusted EBITDA is a Non-GAAP financial performance
measure, our calculation of adjusted EBITDA may be susceptible to varying calculations; may not be comparable to other similarly titled
measures of other companies; and should not be considered in isolation, as a substitute for, or superior to measures of financia l
performance prepared in accordance with GAAP. The reconciliation of net income to the adjusted EBITDA is calculated as follows (in
thousands):
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Cilassary

Adiusted EBITDA - EBITDA is defined as net income before interest and investment loss; interest expense, net of amounts capitalized.
income tax expense and depreciation and amortization. We adjust EBITDA to remove the impact ofother income and expense, loss on
extinguishment ofdebt as well as certain other charges discussed below. This measure is one of the primary Non-GAAP financial
measures on which we (i) evaluate the performance of our businesses, (ii) base our internal budgets and (iii) compensate management.
Adjusted EBITDA is a Non-GAAP financial performance mcasurc that cxcludcs (if applicablc): (i) certain adjustmcnts as a result of thc
purchase price accounting for the Merger, (ii) goodwill impairment, (iii) restructuring. impaiiments, and related costs, (iv) depreciation
and amortization and (v) share-based payment expense. The purchase price accounting adjustments include: (i) the elimination of deferred
revenue associated with the investment in XM Canada, (ii) recognition of deferred subscriber revenues not recognized in purchase price
accounting, and (iii) elimination of the benefit of deferred credits on executory contracts, which are primarily attributable to third party
arrangements with an OEM and programming providers. We believe adjusted EBITDA is a useful measure of the underlying trend of our
operating performance, which provides useful information about our business apart &om the costs associated with our physical plant,
capital structure and purchase price accounting. We believe investors find this Non-GAAP financial measure useful when analyzing our
results and comparing our operating perfonnance to the performance of other communications, entertainment and media companies. We
believe investors use current and projected adjusted EBITDA to estimate our current and prospective enterprise value and to make
investment decisions. Because we fund and build-out our satellite radio system through the periodic raising and expenditure of large
amounts ofcapital, our results ofoperations reflect significant charges for depreciation expense. The exclusion ofdepreciation and
amortization expense is useful given significant variation in depreciation and amortization expense that can result from the potential
variations in estimated useful lives, all ofwhich can vary widely across different industries or among companies within the same industry.
We believe the exclusion of restructuring, impairments and ielatcd costs is useful given the nature of these expenses. We also believe the
exclusion of share-based payment expense is useful given the significant variation in expense that can result &om changes in the fair value
as determined using the Black-Scholes-Merton model which varies based on assumptions used for the expected life, expected stock price
volatility and risk-free interest rates.

Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statements of comprehensive income of
certain expenses, including share-based payment expense and certain purchase price accounting for the Merger. We endeavor to
compensate for the limitations of the Non-GAAP measure presented by also providing the comparable GAAP measure with equal or
greater prominence and descriptions of the reconciling items, including quantifying such items, to derive the Non-GAAP measure.
Investors that wish to compare and evaluate our operating results after giving effect for these costs, should refer to net income as
disclosed in our consolidated statements ofcomprehensive income. Since adjusted EBITDA is a Non-GAAP financial performance
measure, our calculation of adjusted EBITDA may be susceptible to varying calculations; may not be comparable to other similarly titled
measures of other companies; and should not be considered in isolation, as a substitute for, or superior to measures of financial
perfonnance prepared in accordance with GAAP. The reconciliation ofnet income to the adjusted EBITDA is calculated as follows (in
thousands):
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Unaudited

For the Three Months Ended March 31,

20 12 2011 •
1,880 3,722

(74,024) (67,972)

14,951 13,037

66 ,117 68,400

76,971 78,2 18

9,971 5,994

1,142 1,884

578 (1,6 17)

2,R02 1,572

$ 208 ,162 $ 181,359

Net income (GAAP):

Add back items excluded from Adjusted ERlTDA:

Purchase price accounting adjustments:

Revenues (see pages 38-39)

Operating expenses (see pages 38-39 )

Share-based payment expense, net of purchase price accounting
adjustments

Depreciation and amorti zation (GAAP)

Interest expense, net of amounts capitalized (GAAP)

Loss on extinguishment of debt and credit facilities, net (GAAP)

Interest and investment loss (GAAP)

Other loss (income) (GAAP)

Income tax expense (GAAP)

Adjusted EBITDA

$ 107,774 $ 78,121

Adjusted Re,-enues and Operating Expenses - We define this Non-GAAP financial measure as our actual revenues and operating
expenses adjusted to exclude the impact of certain purchase price accounting adjustments and share-based payment expense. We use this
Non-GAAP financial measure to manage our business, set operational goals and as a basis for determining performance-based
compensation for our employees. The following tables reconcile our actual revenues and operating expenses to our adjusted revenues an.
operating expenses for the months ended March 31, 2012 and 20 II :
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Unaudited
For the Three Months Ended March 31,

2012 2011

Net income (GAAP):

Add back items excluded from Adjusted FBITDA:

Purchase price accounting adjustments:

I Revenues (see pages 38-39)

Operating expenses (see pages 38-39)

t
Share-based payment expense, net of purchase price accounting
adjustments
Depreciation and amortization (GAAP)
Interest expense, net of amounts capitalized (GAAP)
Loss on extinguishment of debt and credit facilities, net (GAAP)
Interest and inve~~ent loss (GAAP)
Other loss (income) (GAAP)
income tax expense (GAAP) M

1,880

(74,024) A~
14,951

66,117

g, 76,971 ~
9,971

1,142

578

2 802

3 &7 22

(67,972)

13,037

68,400

78,218

5,994
W 1,884

(1,617)
1,572

mm
$ 107,774 $ 78,121

Ri

Adjusted EBITDA 208,162 $ 181,359

Ad'usted Revenues and 0 eratln Ex enses - We define this Non-GAAP financial measure as our actual revenues and operating
expenses adjusted to exclude the impact of certain purchase price accounting adjustments and share-based payment expense. We use this
Non-GAAP financial measure to manage our business, set operational goals and as a basis for determining performance-based
compensation for our employees. The following tables reconcile our actual revenues and operating expenses to our adjusted revenues
operating expenses for the months ended March 31, 2012 and 2011:
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Unaudited For the Three Month s Ended March 31,2012

• Purchase Price Allocation of Share-
(ill thousands) As Reported Accounting Adjustments based Payment Expense Adjusted

Revenue:

Subscriber revenue $ 700,242 $ 67 s $ 700,309

Advertising revenue , net of
agency fees 18,670 18,670

Equipment revenue 16,953 16,953

Other revenue 68,857 1,813 70,670

Total revenue s 804,722 $ 1,880 $ $ 806,602

Operating expenses

Cost of services:

Revenue share and royalties 132,111 34,846 166,957

Programming and content 70,095 11,702 (1,374) 80,423

Customer service and billing 66,187 (427) 65,760

Satellite and transmission 18, 110 (785) 17,325

Cost of equipment 5,806 5,806

Subscriber acquisition costs 116,121 24,085 140,206

Sales and marketing 58,361 3,391 (2,360) 59,392

Engineering, design and
development 12,690 (1,432) 11,258

General and administrative 59,886 (8,573) 51,313
Depreciation and amortization

• (a) 66,117 66,117

Share-based payment expense 14,951 14,951

Total operating expenses $ 605,484 $ 74,024 $ $ 679,508

(a) Purchase price accounting adjustments included above exc lude the incremental depreciation and amortization associated
with the $785,000 stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased
depreciation and amortization for the three months ended March 31, 2012 was $14,000.

38

•

Table Of Contents

(i n thousands)

Revenue:

Subscriber revenue ~ $

Advertising revenue, net of
agency fees

Equipment revenue

Other revenue &t'otalrevenue

Operating expenses

Cost of services:

Revenue share and royalties
Programming and content

Customer service and billing
Satellite and transmission
Cost of equipment

Subscriber acquisition costs
Sales and marketing

Enginccring, design and
develupn&ent

General and administrative
Depreciation and amortization
(a)
Share-based payment expense

Total operating expenses $

700,242 $ 67 $ $ 700,309

18,670

16,953

70,670

806,602

18,670

16,953

68,857

804,722 $

1,813

1,880 $

34,846
11,702

166,957

80,423

65,760

17,325

5,806

140,206

59,392

132,] 11

70,095

66,187

18,110

5,806

116,121

58,361

(1,374)

(427)

(785)

24,085
3,391 (2,360)

11,258

51,313

12,690

59,886
(1,432)

(8,573)

66,117 66,117

14,951

$ 679,508

14,951

74,024 $605,484 $

Unaudited For the Three Months Ended March 31, 2012

Purchase Price Allocation of Share-
As Reported Accounting Adjustments based Payment Expense Adjusted

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amortization associated
with the $785,000 stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased
depreciation and amortization for the three months ended March 31, 2012 was $ 14,000.
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Unaudited For the Three Months Ended March 31,2011

Purchase Price Allocation of Share- •(in thousands) As Reported Accounting Adjustments based Payment Expense Adjusted

Revenue:

Subscriber revenue $ 622,437 $ 1,909 $ $ 624 ,346

Advertising revenue, net of
agency fees 16,558 16,558

Equipment revenue 15,867 15,867

Other revenue 68,977 1,813 70,790

Total revenue $ 723,839 $ 3,722 $ $ 727 ,561

Operating expenses

Cost of services:

Reven ue share and
roya lties 106,929 29,933 136,862

Programming and conten t 72,959 12,824 (2,510) 83,273

Customer service and
billing 65,836 18 (367) 65,487

Satellite and transmission 18,560 239 (567) 18,232

Cost of equipment 6,405 6,405

Subscriber acquisition costs 105,270 21,656 126,926

Sales and marke ting 47,819 3,212 (1,875) 49,156

Engineering, design and
development 11, 135 31 (1,142) 10,024

General and admin istrative 56,354 59 (6,576) 49,837

Depreciation and •amortization (a) 68,-100 68,'100

Share-based payment
expense (b) 13,037 13,037

Total operating expenses $ 559,667 $ 67,972 $ $ 627 ,639

(a) Purchase price accounting adjustments included above exc lude the incremental depreciation and amortization associated
with the $785,000 stepped up basis in property , equipment and intangible assets as a result of the Merger. The increased
depreciation and amortization for the three months ended March 31, 201 1 was $15 ,000.

(b) Amounts related to share-based payment expense included in operating expenses were as follows :

Programming and content

Customer service and billing

Satellite and transmission

Sales and marketing

Engineering, des ign and
development

General and administrative

Total share-based payment
expense

$

$

2,483 $ 27 $

349 18

548 19
1,848 27

I, I II 31

6,517 59

12,856 $ 181 $

$

$

2,510

367

567
1,875

1,142

6,576

13,037

ARPU - is derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purChase.
price accounting adjustments, divided by the number of months in the period , divided by the daily weighted average number of subscribd
for the period. Other subscription-related revenue includes the U.S. Music Royalty Fee. Purchase price accounting adjustments include the
recognition of deferred subscriber revenues not recognized in purchase price accounting associated with the Merger. ARPU is calculated as
follows (in thousands, except for subscriber and per subscriber amounts):
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(in thousands)Wa
Revenue:

Subscriber revenue

Advertising revenue, net of
agency fees

Equipment revenue

Other revenue

Total revenue

Operating expenses
Cost of services:

Revenue share and
royalties

Programming and content

Customer service and
billing

Satellite and transmission
Cost of equipment~ Subscriber acquisition costs

Sales and marketing

t Engineering, design and
dn elopment
General and administrative

Depreciation and
amortization (a)
Share-based payment
cxpcnsc (b)

Total operating expenses

$ 622,437 $ 1,909 $~ $ 624,346

16,558

~15,867 ~
68,977

$ 723.839 $

1,813

3,722 $

16,558

15,867

70,790

$ 727,561

106,929

72,959

29,933

12,824 (2,510)

136,862

83,273

65,836

18 560

6,405

105,270

47,819

11,135

56,354

18

239

21,656

3,212
QF'

31

59

(367)

(567)

(1,875)

(1,142)

(6,576)

65,487

18,232

6,405

126,926

49,156

10,024

49,837

68,100g ~ 68,400

$ 559.667 $ 67,972 $

13,037

$

13,037

627,639

Unaudited For the Three Months Ended March 31, 2011

Purchase Price AUocation of Share-
As Reported Accounting Adjustments based Payment Expense Adjusted

(a) Purchase price accounting adjusunents included above exclude the incremental depreciation and amottization associated
with the $785,000 stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased
depreciation and amortization for the tin ee months ended March 31, 2011 was $ 15,000.

(b) Amounts related to share-based payment expense included in operating expenses were as follows:

Programming and content,
Customer service and billing
Satellite and transmission
Sales and marketing

Engineering, design and
development~
General and administrative

ha W~~-~
Total share-based payment
expense

2,483 $

349

548
1,848

1,111 +
6,517

$ 12,856 $

27 $

18

t, 19

27

181 $

$~ 2,510
367

567
1,875

1,142

6,576

$ 13,037

ARPU - is derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscrilx.
for the period. Other subscription-related revenue includes the U.S. Music Royalty Fee. Purchase price accounting adjustments include the
recognition of deferred subscriber revenues not recognized in purchase price accounting associated with the Merger. ARPU is calculated as
follows (in thousands, except for subscriber and per subscriber amounts):
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Unaudited

For the Three Months Ended March 31,

2012 2011

Subscriber revenue (GAAP) $ 700,242 $ 622,437

Add: net advertising revenue (GAAP) 18,670 16,558

Add: other subscription-related revenue (GAAP) 57,721 58.53 1

Add : purchase price accounting adjustments 67 1,909

$ 776,700 $ 699,435

Daily weighted average number of subscribers 21,990,863 20,233,144

ARPU $ 11.77 $ 11 .52

Averd e se.f- a month. churn - is defined as the monthl y average of self-pay deacti vations for the period divided by the average
numhcr of self-pay subscribers for thc period.

•

Customer service and billin ex~enses, ~er avera e subscriber - is derived from total customer service and billin g expenses, excluding
share-based payment expense and purchase price accounting adjustments associated with the Merger, divided by the number of months in
the period , divided by the daily weighted average number of subscribers for the period. We believe the exclusion of shore-based payment
expense in our calculation of customer service and billing expenses, per averag e subscriber. is useful given the significant variation in
expense that can result from changes in the fair market value of our common stock, the effect of which is unrelated to the operational
conditions that give rise to variations in the components of our customer service and billing expenses. Purchase price accountin g
adjustmen ts associated with the Merger include the eliminat ion of the benefit associated with incremental share-bused payment
arrangements recognized at the Merger date . Customer service and billing expense s, per average subscriber, is calculated us follow s (in •
thousands, except for subscriber and per subscriber amounts):

Unaudited

For the Three Months Ended March 31,
2012 2011

Customer service and billing expenses (GAAP) $

Less: share-based payment expense, net of purchase price accounting
adjustments

Add : purchase price accountin g adjustments

Daily weighted average number of subscribers

Customer service and billing expenses, per average subscriber $

66,187 s 65,836

(427) (367)

18

65,760 65,487

21,990,863 20,233,144

1.00 s 1.08

•
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Unaudited
For the Three Months Ended March 31,

2012 2011

Subscriber revenue (GAAP) $

Add: net advertising revenue (GAAP)
Add: other subscription-mlated revenue (GAAP)
Add: purchase price accounting adjustments ~

$
)'f I

T'ailyweighted average number of subscribers
I

700+42 $

, 18,670

57,721
~67

776,700 $

21,990,863

I.

622,437~ 16,558

58.531

1,909

699,435

0.
20,233,144

ARPU 11.77 $ 11.52

Averaae self-nav monthlv churn - is defined as the monthly average of self-pay deactivations for the period divided by the average
number of self-pay subscribers for thc period.

Customer service and blillna exnenses. per average subscriber - is derived from total customer service and billing expenses, excluding
share-based payment exixsise and purchase price accounting adjustmcnts associated with thc Merger, divided by the numlxa of months in
the period, divided hy the daily weighted average number of subscribers for the period. We believe the exclusion of share-based payment
expense in our calculation ofcustomer service and billing expenses, per average subscriber, is useful given the significant variation in
expense that can result from changes in the fair market value of our common stock, the effect of which is unrelated to the operational
conditions that give rise to variations in the components of our customer service and billing expenses. Purchase price accounting
adjustments associated with the Merger include the elimination of the benefit associated with incremental share-based payment
arrangements reixi~~- at the Merger date. Customer service and billing expends, per average subscriber, is calculated as follows (in
thousands, except for subscriber and per subscriber amounts):

Customer service and billing expenses (GAAP)
Less: share-based payment expense, net of purchase price accounting
adjustments

Add: purchase price accounting adjustments

65,836

~(427)

65,760

(367)
18

65,487-

Unaudited
For the Three Months Ended March 31,

2012 2011

$ 66,187 $

Daily weighted average number of subscribers 21,990,863 20,233,144 I

Customer service and billing expenses. per aerage subscriber I.oo~ $
j

1.08
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Free cash flow - is derived from cash flow provided by operating activi ties, capi tal expenditures and restricted and other investment
activi ty. Free cash flow is calculated as follows (in thousands):

Unaudited •For the Three Month. Ended March 31,
2012 2011

39,948 $ 18,109

(25,187) (34,983)

(42,175) (136 ,122)

39,948 $ 18,109

(25,187) (34,983)

14,761 $ (16,874)

Cash Flow information

Net cash provided by operating activities $

Net cash used in investi ng activities

Net cash used in financing activi ties

Free Cash Flow

Net cash provided by opera ting activities $

Additions to property and equipment

Free cash flow =$==== .-..

New vehicle consumer connrsion rate - is defined as the percentage of owners and lessees of new vehicles that receive our service and
convert to become self-paying subscribers after the initial promotion period. At the time satellite radio enabled vehicles arc sold or leased ,
the owners or lessees generally receive trial subscriptions ranging from three to twelve months. Promotional periods generally include the
period of trial service plus 30 days to handle the receipt and processing of payments. We measure conversion rate three months after the
period in which the trial service ends . Thc metric excludes rental and fleet vehicles,

Subscriber ac uisition cost er ross subscriber addition - or SAC, per gross subscriber addition, is derived from subscriber
acquisition costs and margi ns from the sale of radios and accessories, excluding share-based payment expense and purchase price
accounting adjustments, divided by the num ber of gross subscriber additions for the period. Purchase price accoun ting adjustment s
associa ted with the Merger include the elimination of the benefit of amortization of deferred credits on executory contracts recognized a.t
the Merger date attributable to an OEM . SAC, per gross subscriber addition, is calculated as follow s (in thousands, except for subscribe
and per subscriber amounts):

Unaudited

For the Three Months Ended March 31,

2012 2011

Subscriber acquisition costs (GAAP) $ 116,121 $ 105,270

Less : margin from direct sales uf radius and accessories (GAAP) (11,147) (9,462)

Add: purchase price accounting adjustments 24,085 21,656

$ 129,059 $ 117,464

Gross subscriber additions 2, 161,693 2,052,367

SAC, per gross subscriber addition $ 60 $ 57

ITEM 3, QUANTITATIVE AND Q UALITATIVE DISCLOSURE ABOUT MARKET RISKS

•
As of March 3 1, 2012 , we did not have any derivative financial instruments. We do not hold or issue any free-s tanding derivatives.

We hold investments in marketable securities consisting of money marke t funds, and we also hold certificates of deposit and investments in
debt and equity securities of other entities . We classify our inves tments in marketable securities as available-for-sale. These securi ties are
consis tent with the objec tives in our investment pol icy. The basic objectives of our investment policy are the preservation of capital,
maintaining sufficient liquidity to meet operating requirements and maximizing yield.
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Free cash flow - is dcrivcd from cash flow provided by operating activities, capital cxpcnditurcs and restricted and other invcstmcnt
activity. Free cash flow is calculated as follows (in thousands):

Unaudited

For the Three Months Ended March 31,
2012 2011

Cash Flow information
Net cash provided by operating activities

Nct cash used in investing activities
Net cash used in financing activities

Free Cash Flow

Net cash provided by operating activities

Additions to property and equipment

Free cash flow

39,948 $

(25,187)

(42,175)

39,948 $

(25,187)

14,761 $

18,109

(34,983)
(136,122)

18,109

(34,983)

(] 6,874)

New vehicle consumer conversion rate - is defined as the percentage of owners and lessees of new vehicles that receive our service and
convert to become self-paying subscribers after the initial promotion period. At the time satellite radio enabled vehicles are sold or leased,
the owners or lessees generally receive trial subscriptions ranging from three to twelve months. Promotional periods generally include the
period of trial service plus 30 days to handle the receipt and processing of payments. We measure conversion rate three months after the
period in which thc trial service ends. Thc metric excludes rental and flcct vehicles.

Subscriber ae ulsltion cost er ross subscriber addition - or SAC, per gross subscriber addition, is derived fiom subscriber
acquisition costs and margins from the sale of radios and accessories, excluding share-based payment ex~se and purchase price
accounting adjustments, divided by the number of gross subscriber additions for the period. Purchase price accounting adjustments
associated with the Merger include the elimination of the benefit of amortization of deferred credits on executory contracts recognized at
the Merger date attributable to an OEM. SAC, per gross subscriber addition, is calculated as follows (in thousands, except for subscri
and per subscriber amounts):

Unaudited
For the Three Months Ended March 31,

2012 2011

Subscriber acquisition costs (GAAP) $
Less: margin froiu direct sales uf radios and accessories (GAAP) ~
Add: purchase price accounting adjustments

$

116,121 $~ (11,147)
24,085

129,059

105,270

(9,462)
21,656

117,464

Gross subscriber additions 2,161,693 2,052,367

SAC, per gross subscriber addition 57

ITEM 3. QUANTITATIVE AND QUAL1TATIVE DISCLOSURE ABOUT MARKET RISKS

As of March 31, 2012, we did not have any derivative financial instruments. We do not hold or issue any free-standing derivatives.
We hold investments in marketable securities consisting of money market funds, and we also hold certificates ol'eposit and investments in
debt and equity securities of other entities. We classify our investments in marketable securities as available-for-sale. These securities are
consistent with the objectives in our investment policy. The basic objectives of our investment policy are the preservation ofcapital,
maintaining sufficient liquidity to meet operating requirements and maximizing yield.
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Our debt includes fixed rate instruments and the fair market value of our debt is sensitive to changes in interest rates. Under our
current policies, we do not use interest rate derivative instruments to manage our exposure to interest rate fluctuations.

M 4. CONTROLS AND PROCEDURES

Controls and Procedures

As of March 31, 2012, an evaluation was performed under the supervision and with the participation of our management, including
Mel Karmazin, our Chief Executive Officer, and David J. Frear, our Executive Vice President and ChiefFinancial Officer, of the effectiveness
of the design and operation of our disclosure controls and procedures (as that term is defined in Rule 13a-15(e) and 15d-15(e) under the
Securities Exchange Act). Based on that evaluation, our management, including our Chief Executive Officer and our Chief Financial Officer,
concluded that our disclosure controls and procedures were effective as of March 31, 2012 .

There has been no change in our internal control over financial reporting (as that term is defined in Rule 13a-15(f) and 15d-15(f) under
the Securities Exchange Act) during the quarter ended March 31, 2012 that has materially affected, or is reasonably likely to materially affect,
our internal control over financial reporting.

ITEM 1. LEGAL PROCEEDINGS
PART H— OTHER INFORMATION

State Consumer Investigations . A Multistate Working Group of 31 State Attorneys General, led by the Attorney General of the State of
Ohio, is investigating certain of our consumer practices. The investigation focuses on practices relating to the cancellation of subscriptions„
automatic renewal of subscriptions; charging, billing, collecting, and refunding or crediting ofpayments from consumers; and soliciting
customers.

A separate investigation into our consumer practices is being conducted by the Attorneys General of the State ofFlorida aud the State of
New York. We are cooperating with these investigations and believe our consumer practices comply with all applicable federal and state laws
and regulations.

Carl Blessing et al. v. Sirius XAt radio inc . We have settled the case titled Carl Blessing et al. v. Sirius XM Radio lnc. and the
ement has been approved by the United States District Court for the Southern District ofNew York. Appeals have been filed by 11

ividuals seeking to overturn the settlement.

In December 2009, Carl Blessing, a subscriber, filed a lawsuit against us in the United States District Court for the Southern District of
New York. Mr. Blessing and several other plaintiffs purported to represent all subscribers who were subject to: an increase in the price for
additional-radio subscriptions from $6.99 to $8.99; the imposition of the US Music Royalty Fee; and the elimination of our free Internet
service. The suit claimed that the pricing changes showed that our merger with XM lessened competition or led to a monopoly in violation of
the Clayton Act and that the merger led to monopolization in violation of the Sherman Act. Earlier the Court dismissed. the plaintiffs'laims for
breach of contract and granted our motion for summary judgment as to various state law claims.

As part of the settlement, we agreed to: not raise the price of our basic satellite radio service or other programming packages or our
Intcrnct scrviocs; not incrcasc our US Music Royalty Fcc: and not dccrcasc our multi-radio discount prior tn January 1, 2012. Existing
subscribers were also permitted to renew their current subscription plans at current rates prior to December 31, 2011. Former subscribers who
terminated their subscriptions after July 29, 2009 are entitled to receive, at their election, either: one month of our basic satellite radio service or
one month of our Internet service, at no charge. We also paid the costs ofproviding notice to the plaintiff class and reimbursed counsel for the
plaintiffs for $ 13 million of their fees and expenses.

One Twelve, Inc. and Don Buchivaldv. Sirius MfRadio inc. In March 2011, One Twelve, Inc., Howard Stern's production company,
and Don Buchwald, Stern's agent, commenced an action against us in the Supreme Court of the State ofNew York, County ofNew York. The
action alleged that, upon the Merger, we failed to honor our obligations under the performance-based compensation provisions of our prior
agreement dated October 2004 with One Twelve and Buchwald, as agent; One Twelve and Buchwald each assert a claim of breach ofcontract.
In April 2012, the Court granted our motion for summary judgment and dismissed with prejudice the suit. The Court found the agreement
unambiguous. One Twelve and Buchwald have filed a notice of appeal.

Otherplatters . In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including
derivative actions; actions filed by subscribers, both on behalf of themselves and on a class action basis, actions filed
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by former employees, parties to contracts or leases, and owners of patents, tradan6rks, copyrights br ofher intellectual property. None of these
other actions are, in our opinion, likely to have a material adverse effect on our business, financial condition or results of operations. 0
ITEM 1A. RISK FACTORS

There have been no material changes to the risk factors previously disclosed in response to Part I, Item 1A, of our Annu@ Report on
Form 10-K for the year ended December 31, 2011 .

ITEM 2, UNREGISTERED SALES OF EQUII'Y SECURLTIES AND USE OF PROCEEDS

Not applicable.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Not applicable.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

Not applicable.

ITEM 6. EXHIBITS

See Exhibit Index attached hereto.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report
signed on its behalf by the undersigned, thereunto duly authorized on this 1st day ofMay 2012.

SIRIUS XM RADIO INC.

By; Isl David J. Frear

David J. Frear
Executive Vice President and
Chief Financial Of6cer
(Duly Authorized Qf6cer and
Principal Financial Officer)
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EXIHBIT j1%)j& X

Eddbit Descripfion

"10.1 Second Amendment, dated as ofMarch 5, 2~012,, to the Employee Agreement, dated as of October 14, 2009, betWeen the
Company and James E. Meyer (incorporated by reference to Fxhibit 10.1 to the Company's Current Report on Form 8-K filed
on March 5, 2012).

31.1 Certificate ofMel Karmazin, Cluef Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (tiled
herewith).

31.2 Certificate ofDavid J. Frear, Executive Vice President and ( hief Financial Officer, pursuant to Section .'302 of the Sarbanes-
Oxley Act of 2002 (filed herewith).

32.1 Certificate ofMel Karmazin, Cluef Executive Officer, pursuant to 18 U.S.C,. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002 (filed herewi.h)..

32.2 Certificate of David J. Frear, Executfve Vice President and Chief Financial Officer, pursuant to 18 U.S,C. Section 1350„as
adopted pursuant to Section 906 of fhe Sarbanes-Oxley Act of 2~002 (filed herewith),

The following financial information Rom oiu Quarterly Report on Form 10-Q for the quarter ended March 31, 2012 formatted
in eXtensible Business Reportiug Language PEARL): (i) Unaudiited Con'solidated Statements of'ornprchen,sive Income f'or the
three months ended March 31, 2012 and 2011; (ii) Consolidated Balance Sheets as ofMarch. 31, 2012 (Unaudited) and
December 31, 2011; (iii) Unaudited Consolidated Statements of Stockholder's Equity as of INarch 31, 2012; (iv) Unaudited
Consolidated Statements of Cash Flows for the three months ended March 31, 2'012 and 2011; and (v) Note& to Unatiditkd
Consolidated Financial Statements.

This document has been identified as a management, contract or compensatory plan or arrangement.
In accordance with Rulc 406T ofRcgulatiori S-T, the XBRL related infoimation in Exhibit 101. 1 to this Qu uterly Report on
Form 10-Q shall not be deemed to be "filed" for purposes of Section 18 ~of the Exchange Act, or otherwise subject to the
liability of that section, and shaH not be part of aiy registratI.on &abatement or other docunicnt filed under the Securities Act or the
Exchange Act, except as shaH be expressly set forth by specific reference in 'such filing.

The agreements and other documents filed as exhibits to this report are not intended'to provide factual information or other'isclosureother than with respect to the terms of the agreements or other documents themselves, and you should not rely on
them for that purpose. In pa!ocular, any representations and warranties made by us in these agreements or other documents were
made solely within the spec!ific context of the relevant agreement or~document and may not describe the actual state of alfairs as
of the date they were made or at any other time.
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mel Karmazin, the ChiefExecutive Officer of Sirius XM Radio Inc., certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2012 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made not misleading with respect to the
period covered by this report;

3. Based on my knovvledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the regi~Arant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over fmancial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the registrant's
most recent fiscal quarter (the registrant's fourth quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

By: /s/MHL K~iN
Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)

May 1, 2012
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Exbiibit 31.2,

CERTIIFIC.ATION OF CHIEF FDfANCIAL OFFICER

I, David J. Frear, the Executive Vice President and. ChiefFinancial Officer of Sirius XM Radio Ino, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2012 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a niaterial fact'or Omit to state a material fact necessary to
make the statements made, in light of the circumstances under which suuh stateinenta were made, not misleading wilh respect to the
period covered by this report;

Based on my knowledge, the financi.al statements, and other financial information included itn this report, fairly present in 811~ material
respects the financial condition, resu.lts ofoperations and cash flows of the registrant as of, aud for. tbe periods presented in this report;

The registrant's other certifying officer and I are responsible for establisIIing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over finanoial teporting (as defined in Exchauge Act Rules
13a-15(f} and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedrues, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material infbrmation relating to the registraitit, including its Consolidated subsidiaries, is made laiown to
us by others within those entiti.cs, particularly during the period in which tins report is 'being prepared;

(b) Designed such intenial control over firiancial reposing, or caused such internali control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting aud the prepaiution of
financial statements for external pIIIposes iin accordance with generally accepted accounting principles.,

(c) Evaluated the effectiveness of tbe registrant's disclosure controls and procedures and presented. in this report our conclusions a'bout
the effectiveness of the disclosure controls and. procedures,, as of the end of the period coverol by this report based~ on Sucbi

evaluation; and

(d) Disclosed in this report any changes in tbe regiistrant's intenial conlirols over financial reposing that occurred d'uring the registrant's
liiost, I cccnt, fiscal quarter (thc .I cglsfraIlt s follrl'll quaitcr lu thc case of an 8I1Ilu,'0 report) tlia t has Hlatcrially affecte, 01 ls
reasonably likely to materially affect, the registrant's internal control over financial. reportuig; and

5. The registrant's other certifying officer and I have disclosed, based on oilr mbst Ilecedt ekaluiition of internal control over financial
reporting, to the registrant's auditors and. the audit committee of the registrant's hoard of directors (or persons performing tbe equivalent
functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over finaricial reporting which are,

reasonably likely to adversely affect the registrant's ability to record, process, summarize and rcport financial information; ~and ~

(b) any fraud, whether or not material,, that involves management or other employees who have a significant role ha the registrant's
internal control over financial reporting.

By: /s/D Amo J. F azAR

David J. Frear
Executive Vice President and
Cidef:Financial Officer
(Principal Financial Officer)

May 1, 2012
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Exhibit 3? 1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXI EY

ACT OF 2002

In connection with the Quarterly Report of Sirius XM Radio Inc. (the "Company") on Form 10-Q for the period ended March 31, 2012 as
5led with the Securities and Exchange Commission on the date hereof (the "Report"), I, Mel Karmazin, ChiefExecutive Officer of the

Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results ofoperations of the
Company.

By: /s/M sr. K sammiN

Mel Karmazin
ChiefExecutive Oflicer
(Principal Executive Omicer)

May 1, 2012

A signed original ofthis written statement requiredby Section 906 or other document authenticating, acknowledging, or otherwise
~pting the signature that appearsin typedform within the electronic version ofthis written statement required by Section 906, has been

provided to the Company and will be retained by the Companyandfurnished to the Securities andExchange Commission or its staffupon
request.
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CERTIFICATIONPURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

Exhibit

In connection with the Quarterly Report of Sirius XM Radio Inc. (the "Company") on Form 10-Q for the period ended March 3 1, 2012 as
51ed with the Securities snd Exchange Commission on the date hereof (the "Report"), I, David J. Freer, Executive Vice President and Chief
Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350) as Adopted jpurhumt to Section 906'of the Sarbanes Oxley Act
of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Aet of 1934; snd

(2) The information contained in the Report fairly presents, in all material respects, the 5nancial condition aud results ofoperations of the
Company.

By: /s/D Awe J. F asAn

David J. Frear
Executive Vice President and
CbiefFinancial Officer
(Principal Financial OfNcer)

May 1, 2012

2 signed original ofthis written statement requt&wd by Section 906, or other 'doctonent akthe»ttcating, avow ledging, or otherwise
adopting the signature that appears in typedform within the electronic verstori ofthis written state&nerit requi&ed by Se'etio&& 906 has b'een'rovidedto the Company andwill be retained by the Co»&pany andfurnished to the Securities andExchange Commission or its stagupon i

request.
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

Mel Karmazin, the Chief Executive Officer of Sirius XM Radio Inc., certify that:

I have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2011 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the

period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evalliatloil; alld

Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the
registrant's most recent fiscal quarter (the Company's fourth quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize aud report financial
information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

By: /s/ Mel Karmazin

Mel Karmazin
Chief Executive 06icer
(Principal Executive Officer)

May 3, 2011



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, David J. Frear, the Executive Vice President and ChiefFinancial Officer of 'Siriiis XM Radio Inc., certify that:

1. I have reviewed this Quarterly Report on Foxm 10-Q for the period ended March 31, 2011 of Sirius XM Radio Inc.;'.
Based on my knowledge, this report does not contain any untrue statement of a niateiial fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such.statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
xespects the financial condition, results of operations and cash flows of tlie relgisttant ias of, and for, the periods piesentedi in this i

report;

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure contmls aud procedures, or caused such disclosure contmls and procedures to be designed under
our supervision, to ensure that material information relating'to the registrant', including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this ieport is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regaxding the reliability of financial repoxtitig and the 'reparationof financial statements for external purposes in accoixdance withi generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure contmls and procedures and presented in this report ou«coxicluaions
about the effectiveness of the disclosure controls and procedures, as'of the eud af the period covered by .'this.'report based on
such evaluation; and

(d) Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the
registrant's most recent fiscal quarter (the Company's fourth quarter in the case of au annual report) that has materially
affected, or is reasonably likely to materially affect, the registra«it's ante«nal eontml over'fmancial reporting .and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over.financial
reporting, to the registrant's auditors and the audit committee of the registrant's board~ of directors (or'persons'perfoxniinglthe I

equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial «epotting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

(b) any fraud, whether or not material, that involves management or other einployees who have a significant role in the .

registrant's internal contml over financial reporting.

By: /s/David J. Frear
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

May 3, 2011



Exhibit 32.1

CERTIFICATION PURSUANT TO
1S U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

In connection with the Quarterly Report of Sirius XM Radio Inc. (the "Company") on Form 10-Q for the period ended March 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Mel Karmazin, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxiey Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

By: /s/Mel Karmazin

Mel Karmazin
Chief Executive Oitlcer
(Principal Executive Officer)

May 3, 2011

A signed original ofthis written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typedform within the electronic version ofthis written statement required by Section 906, has been
provided to the Company and will be retained by the Company andfurnished to the Securities and Exchange Commission or its staffupon
request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

In connection with the Quarterly Report of Sirius XM Radio Ino. (the "Company".) on Form 10-Q for the period ended March31,'011

as filed with the Securities and Exchange Commission on the date hereof. (the "Report"),. I, David J. Frear, Exeoutive Vice President and
Chief Finanoial Oificer of the Company, certify, pursuant to 18 U.S.C. Seotiorl 1350, as adopted ptirsuhnt to Section 906 of the Sarbanes-huxley
Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition aud results of operations of the
Company.

By: /s/David J. Frear

David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

May 3, 2011

A signed original ofthis written statement required by Section 906, or otherdocument authenticating, acknowledgt'n'g, or otherw'ise
adopting the signature that appears in typedform within the electronic version ofthis written statement requi r'ed by Section 986, /tasbeen'rovidedto the Company andwill be retained by the Company andfurnished to the Securities and Exchange Commission or its staffupon
request.
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